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1  J^txthp  $lebse  to  act  in  strict  accordance  with  the  principles  * 

declarations,  and  regulations  of  The  Institute  of  Real  Estate  Management. 

3  $lebge  in  particular  to  place  honesty  and  thorough  work  above 

all  else  in  my  administration  of  real  property;  to  advance  myself  constantly 
in  knowledge  and  ability  through  the  study  of  literature  on  real  estate  man-  ! 
agement,  the  instruction  of  eminent  teachers,  the  interchange  of  experiences 
with  fellow  Certified  Property  Managers,  and  attendance  at  meetings  of  the 
Institute  whenever  possible;  to  be  faithful  to  the  personal  interests  of  my 
professional  brothers  and  to  seek  their  counsel  when  in  doubt  of  my  own 
judgment;  to  render  willing  help  to  my  fellow  Certified  Property  Managers; 
and  to  give  my  services  freely  to  the  Institute  as  required  or  desired. 

illoreober,  3  ^lebge  iUpsfel!  to  shun  unwarranted  personal  pubhcity  and 
dishonest  money  seeking  as  disgraceful  to  our  profession;  to  render  complete, 
thorough,  and  honest  service  to  landlord  and  tenant  alike  regardless  of  mone¬ 
tary  consideration;  to  strive  assiduously  to  build  goodwill  for  the  properties 
under  my  charge  and  to  use  my  best  talents  at  all  times  to  preserve  and 
maintain  the  value  of  such  properties;  to  secure  the  greatest  possible  net  ' 
return  to  the  owners  of  properties  entrusted  to  my  management;  and  to  give 
devoted  attention  to  the  safety  and  comfort  of  tenants  of  these  properties. 


jFinallp,  3  $lebge  iWpsfclf  to  cooperate  in  advancing  and  extending,  by 
every  lawful  means  within  my  power,  the  influence  of  The  Institute  of  Real 
Estate  Management. 

THE  INSTITUTE  OF  REAL  ESTATE  MANAGEMENT 


OF  THE  NATIONAL  ASSOCIATION  OF  REAL  ESTATE  BOARDS 


This  article  includes  a  unique  set  of  figures  covering  the  operating 
facts-of-life  on  a  group  of  carefully  selected  walk-up  apartment  build¬ 
ings  built  in  the  years  1924-1929  in  a  midwestern  city.  The  author  also 
gives  a  stimulating  presentation  of  the  value  of  operating  figures  pre¬ 
pared  and  given  out  for  public  consumption.  Today  it  is  one  of  the 
best  ways  to  attract  the  attention  of  investor  funds  to  real  estate. 
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17  YEARS  OF  APARTMENT  OPERATING 
EXPERIENCE  .  .  . 


What  the  Figures  Show,  and  Why  They  Are  Important 

by  Anthony  James 


The  almost  fantastic  expansion  of  our 
economy  during  the  past  ten  years  has  quite 
naturally  been  accompanied  by  an  enor¬ 
mous  demand  for  capital  funds  to  provide 
the  instrumentation  of  production,  distri¬ 
bution,  and  service.  This  unprecedented 
demand  for  capital  funds  has  resulted  in  an 
increasing  tempo  of  intense  competition 
for  the  investors’  funds.  Readily  recognized 
tangible  evidence  of  this  struggle  for  in¬ 
vestors’  favor  is  the  rash  of  premium  pro¬ 
posals  of  savings  institutions;  many  such 
institutions  are  dangling  a  myriad  of  useful 
or  ornamental  gadgets  to  entice  the  new 
saver,  with  perhaps  a  grand  prize  of  a  plush 
vacation  for  one  or  more  of  the  lucky  few 
during  a  contest  period.  Further  concrete 
evidence  of  the  serious  nature  of  the  com¬ 
petition  is  of  course  to  be  found  in  the  up¬ 
ward  adjustment  in  the  price  paid  for  the 
hire  of  the  saver’s  funds. 

A  staff  writer,  Anthony  James  also  prepared 
two  earlier  studies  (in  ip$o  and  7952  j  on  the  man¬ 
agement  of  the  group  of  apartments  whose  history 
is  brought  to  a  conclusion  in  this  present  article. 


Large  corporate  enterprises  have  increas¬ 
ingly  employed  a  tool  to  capture  investor 
interest,  a  fact  which  is  not  universally 
recognized  outside  of  management  and 
financial  circles.  This  relatively  inexpensive 
attention-arouser  is  simply  the  dissemina¬ 
tion  of  accounting  and  statistical  facts 
concerning  the  operation  of  the  particu¬ 
lar  business.  This  facet  of  modern  manage¬ 
ment  technique  has  found  greatest  expres¬ 
sion  in  periodical  reports  to  investor-owners. 
A  relatively  few  years  ago  only  a  few  manage¬ 
ment  executives  were  bold  enough  to  pre¬ 
pare  a  financial  report  for  what  amounted 
to  public  review,  and  that  presented  any 
data  on  operational  functions  and  results 
other  than  barest  financial  figures  couched 
in  the  most  formal  of  technical  terms.  The 
investor  and  public  good  will  which  flowed 
to  these  pioneers  was  not  lost  on  the  rest  of 
the  managerial  fraternity.  In  most  recent 
years  corporate  managements  have  engaged 
in  a  spirited  competition  to  outdo  one  an¬ 
other  in  presenting  more  financial  infor¬ 
mation  in  their  reports.  Equally  interesting 
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to  the  student  of  economics  has  been  the 
kind  of  devices  employed  to  make  these  data 
intelligible  to  an  ever-widening  range  of 
intellect  and  educational  background. 

The  growing  importance  of  the  dissemi¬ 
nation  of  financial  facts  and  data  has  been 
widely  recognized  in  management  circles 
and  in  financial  quarters,  as  evidenced  by 
the  increasing  number  of  merit  awards  be¬ 
ing  presented  by  industry  associations  and 
segments  of  finance  to  the  company  present¬ 
ing  the  report  judged  superior.  To  the 
coldly  practical  management  fraternity  the 
excellence  of  presentation  of  broad  and 
complete  operating  data  is  hardly  moti¬ 
vated  by  the  desire  to  win  a  non  monetary 
award.  Indeed,  more  tangible  rewards  are 
sought,  and  in  more  than  one  direction. 
Successful  managers  now  recognize  that  be 
ing  successful  is  no  insurance  of  their 
tenure  in  office  if  they  fail  to  convey  an 
understanding  of  their  operating  effective¬ 
ness  to  the  investor-owners  of  the  enter¬ 
prise.  The  matter  of  achieving  public  good 
will  is  another  prize  toward  which  the  re¬ 
port  is  slanted.  The  latter  goal  has  become 
as  much  a  matter  of  defense  against  politi¬ 
cally  inspired  discriminatory  legislation  as 
a  positive  measure  of  benefit  to  accrue. 

As  mentioned,  the  competition  for  in¬ 
vestor  funds  for  expansion  is  of  increasing 
concern  to  management.  It  has  recently 
been  reported  that  the  biggest  financiers  on 
Wall  Street  are  counting  on  the  smallest 
wage  earners  on  “Main  Street”  to  keep 
business  growing  during  the  next  ten  years. 
These  financial  executives  are  saying  that 
the  days  are  past  when  American  business 
expansion  could  be  supported  by  the  very 
wealthy  alone.  They  expect  wage  earners  in 
the  $7,000  a  year  and  under  class  to  supply 
a  major  portion  of  the  30  billions  of  dol¬ 
lars  of  new  capital  funds  needed  to  provide 
expansion  fuel  between  now  and  1965.  Ac¬ 


cordingly,  we  can  expect  the  dissemination 
of  financial  operating  information  to  be 
promoted  on  a  still  wider  scale  and  every 
art  of  expression  used,  with  ingenuity,  to 
reach  the  understanding  of  the  so-called 
man  in  the  street.  It  has  already  been  con¬ 
vincingly  demonstrated  that  when  wide 
publicity  is  given  to  the  financial  facts  and 
data  on  the  operation  of  a  business,  the 
imagination  and  interest  of  the  little  capi¬ 
talist  is  captured.  We  have  recently  wit¬ 
nessed  the  clamor  of  the  smallest  investors 
for  a  few  shares  of  the  Ford  Motor  Car 
Company  stock  offering. 

WHAT  HAS  THIS  TO  DO  WITH 
REAL  ESTATE? 

Now  you  may  well  ask.  How  this  relates 
to  real  estate.  The  answer  is  to  note  that 
the  dissemination  of  financial  information 
with  respect  to  income  real  estate  is  con¬ 
spicuous  by  its  absence,  except  for  two  seg¬ 
ments.  Office  buildings  have  benefited  from 
the  wealth  and  character  of  information 
brought  into  being  by  the  establishment  of 
a  uniform  system  of  accounts  and  statistics 
and  by  the  follow-through  with  the  system¬ 
atic  and  fairly  inclusive  Experience  Ex¬ 
change  reports  prepared  by  the  National 
Association  of  Building  Owners  and  Man¬ 
agers.  The  hotel  industry  has  the  benefit 
of  reports  published  by  hotel  accounting 
firms,  which  review  operating  experience 
periodically,  and  have  done  so  over  a  period 
of  a  great  many  years.  The  publicity  given 
broad  factual  operating  data  with  compara¬ 
tive  analysis  undoubtedly  has  played  an 
important  role  in  creating  sufficient  in¬ 
vestor  interest  to  enable  the  listing  of  the 
shares  of  hotel  chains  and  office  buildings 
on  major  stock  exchanges. 

Outside  of  these  two  classifications  of 
investment  real  estate,  operating  experience 
and  capitalization  results  are  rarely  avail- 
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able.  Yet  the  brokerage  and  management 
of  small,  medium,  and  large  furnished  and 
unfurnished  apartment  buildings  is  of  vast 
importance  in  the  operations  of  the  major¬ 
ity  of  real  estate  firms. 

If  property  managers  are  to  be  success¬ 
ful  in  the  development  of  their  business 
they  must  be  in  a  position  to  compete  for 
potential  investors  and  be  able  to  sell  them 
on  the  merits  of  real  estate  ownership.  As 
has  been  pointed  out  in  journal  articles, 
the  most  potent  source  of  securing  addi¬ 
tional  buildings  to  manage  is  the  brokerage 
department.  Indeed,  not  infrequently  when 
a  management  client  wishes  to  dispose  of 
his  holdings  for  estate  or  other  purposes 
the  only  hope  of  retaining  the  management 
of  the  property  or  properties  lies  in  the 
ability  of  the  brokerage  department  to  find 
the  buyer,  or  perhaps  several  buyers. 

The  value  of  operational  data  compila¬ 
tion  and  a  statistical  series  is  not  confined 
to  the  ability  to  use  the  figures  in  a  success¬ 
ful  brokerage  operation.  Considerable  value 
lies  in  the  usefulness  of  the  data  for  three 
other  purposes.  One  such  purpose  is  to 
study  the  effectiveness  of  individual  prop¬ 
erty  managers  within  the  organization.  It  is 
important  that  operating  effectiveness  be 
uniformly  good  throughout,  and  the  only 
way  such  uniformity  can  be  determined  is 
through  adequate  and  regular  comparison. 
A  prime  management  tool  that  has  been 
utilized  by  property  managers  with  marked 
success  is  the  operating  budget.  For  budget 
purposes,  historical  operating  data  is  an 
absolute  “must”  if  the  budget  is  to  fulfill 
its  basic  purpose.  Another  purpose  for  such 
figures  is  to  convince  property  owners  that 
their  property  is  experiencing  the  same 
trends  as  other  comparable  buildings.  This 
is  especially  true  when  an  owner  feels  that 
results  are  not  what  he  had  expected  and 
are  below  the  potential.  The  presentation 


of  a  comparison  of  the  operating  results  on 
his  building  with  the  operating  results  on 
other  similar  buildings  may  change  such 
an  owner’s  attitude  completely.  There  are 
times  also  when  an  owner  may  believe  that 
the  administration  of  his  property  is  being 
neglected,  while  actually  the  fact  is  that 
operating  results  are  being  influenced  by 
an  external  trend  beyond  the  ability  of  the 
property  manager  to  overcome.  Factual 
comparison  of  the  operating  results  of  sim¬ 
ilar  buildings,  adequately  explained  and 
illustrated,  is  the  most  effective  means  of 
creating  an  understanding,  on  the  part  of 
such  an  owner,  of  the  trend  involved. 

THE  SUBJECT  STUDY 

The  main  purpose  of  this  article  is  to 
present  a  continuation  of  the  results  of  a 
study  of  unfurnished  walk-up  apartment 
buildings  first  reported  on  in  the  Winter 
1950  issue  of  the  Journal  and  brought  up 
to  date  in  the  Spring  issue  of  1952.  The 
data  studied  now  covers  a  period  of  seven¬ 
teen  years. 

The  principal  reason  why  studies  of  this 
classification  of  real  estate  are  not  more 
commonly  available  is  the  lack  of  a  con¬ 
tinuity  of  uniform  operating  data.  Changes 
in  ownership  is  ordinarily  the  cause  of  the 
disruption  in  the  continuity  of  a  series.  The 
study  under  review  encountered  the  same 
obstacle  in  the  last  four  years  of  the  series. 
The  study  originally  embraced  a  group  of 
carefully  selected  walk-up  apartment  build¬ 
ings  built  in  the  years  1924-1929  in  a  mid- 
western  city.  These  buildings  had  been 
continuously  managed  by  professional 
property  managers  under  operating  policies 
which  can  be  said  to  be  typical  since  1939. 
The  properties  chosen  were  selected  as  be¬ 
ing  representative  of  apartment  buildings 
built  during  the  Twenties,  from  the  point 
of  view  of  both  design  and  location. 
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At  the  end  of  1951  the  operating  data  on 
I  two  of  the  buildings  included  in  the  study 
was  lost  due  to  change  of  ownership.  At  the 
*  end  of  1954  the  data  on  two  more  prop¬ 
erties  were  similarly  lost  for  study.  Since 
the  study  was  concerned  chiefly  along  the 
lines  of  trend  this  meant  that  the  figures  for 
the  buildings  eliminated  would  have  to  be 
i;  eliminated  from  base  year  1939  totals  in 
order  to  continue  the  series.  Considering 
that  during  the  past  four  years  the  prop¬ 
erties  had  been  released  from  rent  controls, 
i  it  appeared  highly  desirable  to  bring  the 
trends  up  to  date  if  the  results  could  be 
considered  objectively  typical.  After  a  care¬ 
ful  re\'iew  of  the  remaining  component 
units  the  conclusion  was  reached  that  suf¬ 
ficient  location  dispersal  remained  to  afford 
the  desired  trend  validity.  Hence  necessary 
revisions  were  also  made  in  base  figures  and 
the  series  was  then  continued  through  the 
year  1955. 

The  size  of  the  properties  included  in 
the  study  ranges  from  13  apartments  in  the 
j  smallest  structure  to  36  apartments  in  the 
largest.  The  apartment  units  vary  from  two 
to  five  rooms  in  size.  The  3-  and  4-room 
units  predominate,  and  accordingly  the 
average  is  slightly  over  three  rooms.  The 
buildings  all  provide  the  following  serv¬ 
ices:  (1)  heating  during  the  normal  heat¬ 
ing  season;  (2)  hot  water;  (3)  decorating; 
(4)  maintenance  of  public  space,  halls, 
walks,  grounds,  etc.;  (5)  maintenance  of 
equipment  furnished  by  the  building,  in¬ 
cluding  stove,  refrigerator,  plumbing  fix¬ 
tures,  electric  system,  etc.;  (6)  janitor  serv¬ 
ice. 

FLUCTUATIONS  IN  GROSS 
REVENUES 

The  economic  environment  of  these 
properties  during  the  period  under  review 
changed  from  a  free  market  under  condi¬ 


tions  of  slow  recovery  from  depression  in 
the  early  years  to  a  ^var-born  stagnation  of 
controls  and  then  emerging  once  again  into 
free  market  forces  now  enhanced  by  boom 
conditions. 

All  of  the  buildings  included  in  the  sur¬ 
vey  were  placed  under  federal  rent  control 
in  March,  1942  and  remained  under  those 
controls  until  terminated  as  of  July  31, 
1953.  Upon  termination  of  federal  rent 
control.  State  legislation  limited  rent  in¬ 
creases  to  approximately  ten  per  cent. 
Complete  freedom  from  controls  was  ex¬ 
perienced  for  part  of  1954  and  all  of  1955. 

For  the  17-year  period  the  rental  income 
trend  was  as  follows: 
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Throughout  the  period  of  rent  control 
the  management  of  these  properties  was 
alert  to  the  full  opportunities  for  rental 
increases  under  the  law  and  acted  promptly 
and  vigorously  in  the  case  of  voluntary  per¬ 
missible  increases  securing  virtually  100 
per  cent  acceptance  from  tenants.  The 
reason  that  the  gross  income  for  the  years 
1950  and  1951  are  below  the  level  of  1949 
is  that  certain  units  were  decontrolled 
briefly  by  the  provisions  of  the  law  and 
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were  then  subsequently  recontrolled  by 
congressional  action. 

The  manifest  unfairness  of  rent  control 
continuance  after  all  other  price  controls 
were  lifted  is  reflected  in  these  gross  rental 
income  figures.  Comparison  with  almost 
any  other  segment  of  the  economy  will  re¬ 
veal  that  real  estate  revenues  did  not  in¬ 
crease  half  as  much  as  those  in  commerce, 
industry  or  agriculture. 

The  increase  in  gross  income  levels  in 
1953,  1954,  and  1955  is  of  course  abnormal 
and  represents  a  condition  of  “catching-up” 
with  the  rest  of  the  economy.  It  is  fairly 
likely  that  any  further  increases  will  be  a 
reflection  of  creeping  inflation  or  response 
to  strictly  localized  environmental  stimuli. 
As  this  leveling-off  process  develops,  diver¬ 
gence  from  the  average  trend  will  be  ex¬ 
perienced  to  some  degree  by  individual 
properties,  as  functional  design,  location, 
and  neighborhood  characteristics  once 
more  find  expression  under  freedom  of 
action. 

Throughout  the  entire  period,  occu¬ 
pancy  obtained  at  100  per  cent.  This  occu¬ 
pancy  condition  is  the  result  of  a  constant 
increase  in  population  in  the  area  served, 
while  comparatively  little  new  rental  build¬ 
ing  took  place.  The  large  amount  of  build¬ 
ing  in  the  single-family  residence  field  that 
took  place  during  this  period  has  barely 
kept  pace  with  population  growth  and  has 
posed  no  threat  to  these  residential  income 
properties  to  the  present. 

OPERATING  EXPENSE  RATIOS 

As  in  the  case  of  income,  operating  ex¬ 
penses  during  the  period  under  review  were 
subject  to  external  influences  that  could 
be  described  as  artificial.  Loss  of  economic 
rental  income  was  offset  in  part  by  lower¬ 
ing  operating  expenses  that  were  unneces¬ 
sary  to  sustain  occupancy.  This  period  has 


established  that  maintenance  and  improve¬ 
ment  of  apartment  interiors  is  strictly  a 
selling  expense.  However,  the  exterior  and 
structural  maintenance  of  the  buildings 
studied  was  performed  as  required,  in 
barest  essentials,  to  avoid  any  long-term 
physical  structural  deterioration. 

On  the  basis  of  actual  records  kept  on  a 
uniform  accounting  classification,  the  fol¬ 
lowing  table  shows  the  ratio  of  operating 
expense  to  gross  income: 

Ratio 

of  Operating 
Expense 
to  Gross  Income 


•939 

1940 

•94« 

>942 

>943 

>944 

J945 

1946 

»947 

1948 

>949 

>950 

>95> 

>952 

>953 

>954 

>955 


53-97 

51.06 

47-25 

43-25 

45.60 

4>-37 

4093 

43- 54 

44- 33 
43.08 

42- 49 

43-  >5 
41.68 
47.07 

4>-59 

43-30 

39-73 


The  ratios  reveal  that  by  the  year  iqjr, 
operating  expenses  had  been  reduced  to 
barest  essentials.  From  that  point  the  steady 
increases  in  price  of  labor  and  materials 
caused  an  increase  in  operating  expense, 
although  actual  physical  maintenance  re¬ 
mained  fairly  constant.  In  1952,  janitors’ 
wages  were  substantially  increased  out  of 
proportion  to  the  increase  in  rental  in¬ 
come.  However,  in  all  fairness  it  should  be 
stated  that  these  wages  had  been  held  down 
by  the  limitation  of  rental  control  and 
entered  a  readjustment  period  designed  to 
bring  them  up  in  line  with  other  wage 
levels. 

It  is  of  interest  to  note  that  while  gross 
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income  increased  quite  substantially  in  the 
years  1953  and  1954,  no  improvement  in 
operating  expense  ratio  was  experienced. 
This  is  partly  due  to  the  fact  that  deferred 
structural  maintenance  was  undertaken 
when  the  improvement  in  funds  available 
came  about.  It  should  also  be  borne  in 
mind  that  the  buildings  under  study  now 
average  29  years  of  age  and  that  main¬ 
tenance  requirements  are  somewhat  above 
the  needs  of  earlier  years;  this  is  especially 
true  considering  that  maintenance  during 
the  control  years  was  curtailed  to  bare 
minimums.  However,  the  rental  adjust¬ 
ments  of  1 955  produced  a  sufficient  increase 
in  gross  revenue  to  bring  about  a  significant 
improvement  in  operating  expense  ratio. 
Now  that  rentals  approximate  market, 
and  with  maintenance  requirements  in  a 
^  slightly  increasing  trend,  it  is  to  be  doubted 
that  the  favorable  expense  ratio  of  1955  can 
be  maintained. 

However,  in  the  first  six  months  of  1956 
average  rentals  in  the  buildings  reviewed 
were  increased  sufficiently  to  more  than  off¬ 
set  increase  in  expenses  incurred  and  the 
favorable  ratio  was  continued. 

One  substantial  item  of  expense  in  the 
operation  of  these  buildings  is  heating. 
This  expense  was  influenced  by  a  variety  of 
factors  during  the  period  under  review. 
The  degree  days  of  heating  requirements, 
of  course,  fluctuated  materially,  ranging 
from  severe  winters  to  exceptionally  mild. 
When  mechanical  equipment  became 
available  following  World  War  II  the  man¬ 
agers  switched  buildings  equipped  with  oil- 
burning  equipment  to  stokers  and  stoker 
coal.  In  some  instances  hand-fired  coal 
equipment  was  changed  to  stoker  equip¬ 
ment  and  lower-priced  stoker  fuel.  Accord¬ 
ingly  the  trend  of  fuel  expense  of  the 
individual  buildings  deviated  materially 
from  averages  in  some  instances.  The  fuel 


costs  of  these  properties  over  the  period 
were  as  follows: 


'939 

1940 

•94' 

'942 

'943 

'944 

'945 

'946 

'947 

'948 

'949 

'950 

'95' 

'952 

'953 

'954 

'955 


Index  of 
Fuel  Costs 

.  100 

•"4-39 
.  1 10.20 
.  1 19.40 
.  128.94 
.'31.78 
.'32.45 

.  1_«{1.0I 

.  167.01 
.  209. 1 7 
.  188.50 
.219.80 
.204.92 
.  202.62 
.  1 96.9 1 
.  181.16 
.172.81 


The  decline  in  the  index  in  the  last  few 
years  is  the  result  of  a  combination  of 
weather  conditions  and  equipment  changes 
rather  than  any  decline  in  the  price  of 
basic  fuels  available. 

The  impact  that  abnormal  conditions 
can  have  on  operating  patterns  is  most 
markedly  observed  in  a  review  of  decorat¬ 
ing  expense.  Under  a  condition  of  vacancy, 
decorating  expense  was  incurred  as  a  mat¬ 
ter  of  merchandising  and  carefully  con¬ 
trolled  to  maintain  the  character  of  tenancy 
desired.  With  the  advent  of  100  per  cent 
occupancy  closely  followed  by  a  freeze  of 
rental  rates,  decorating  expense  was  care¬ 
fully  held  to  the  minimum  level  permitted 
by  controls.  In  the  area  where  the  build¬ 
ings  being  studied  are  located,  a  percentage 
of  rental  was  established  by  rent  control 
authority  as  a  minimum  requirement  to 
which  tenants  were  entitled.  Under  these 
conditions  only  the  bare  minimum  of  deco¬ 
rating  required  by  law  was  furnished,  with 
the  result  that  as  the  price  of  decorating 
labor  and  material  went  up  the  amount  of 
decorating  actually  performed  at  building 
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expense  went  down.  The  trend  of  dollar 
decorating  expense  follows: 

Index  of 
Decorating 
Expense 


«939 

1940 

»94» 

>94* 

>943 

>944 

>945 

>946 

>947 

>948 

>949 

>950 

>95> 

>95* 

>953 

>954 

>955 


100.00 

.99.66 

•  9>*5 
.77.76 

•74-55 

•55-38 

•53-5* 

.60.00 

-5*-77 

.48.63 

•53-43 

.47.07 

-45-95 

•39-98 

•  5>-03 
.80.94 

•79->5 


Following  the  lifting  of  rent  controls, 
the  majority  of  the  buildings  under  ob¬ 
servation  continued  the  pattern  of  a  fixed 
percentage  of  rental  as  decorating  allow¬ 
ance  to  tenants.  Some  owners  experimented 
with  a  policy  of  establishing  rentals  with¬ 
out  the  furnishing  of  decorating  and  of 
these  some  went  back  to  a  decorating  allow¬ 
ance  still  later. 

The  declining  importance  of  the  owner’s 
dollar  which  has  gone  for  decorating  is 
demonstrated  by  the  following  figures 
which  show  the  relationship  of  average 
decorating  expense  to  the  gross  income: 

Ratio 

of  Decorating 
Expense 
to  Gross  Income 


>939 

>940 

>94> 

>94* 

>943 

>944 

>945 

>946 

>947 

>948 

>949 


>4.07 

>3-84 

12.22 

10.02 

•9-5* 

.7.06 

•6-79 

•7-59 

.6.43 

•5*4 

.5.64 


>950 

>95> 

>95* 

>953 

>954 

>955 


Ratio 

of  Decorating 
Expense 

to  Gross  Income 

. 5.08 

. 4.86 

. 4-09 

. 4-74 

. 6.60 

. 5-70 


The  conditions  that  have  prevailed  in  » 
regard  to  decorating  have  had  side  effects 
that  are  noteworthy.  The  interior  condition 
of  individual  apartments  vary  consider¬ 
ably,  reflecting  the  character  of  the  indi¬ 
vidual  tenant.  The  condition  of  the 
quarters  in  which  they  resided  was  a  matter 
of  pride  to  a  considerable  number  of  ten¬ 
ants.  These  individuals  supplemented  the 
dollar-decorating  appropriation  of  the 
owner  by  expenditures  of  their  own.  either 
in  do-it-yourself  projects  or  utilization  of  ) 
contractor’s  services.  Others  preferred  to 
utilize  the  monetary  advantage  of  artifi¬ 
cially  low  rents  to  provide  themselves  with 
more  expensive  automobiles  or  other  trap-  ' 
pings  of  luxury  living  outside  of  the  home.  | 
Still  other  individuals  concerned  about  the  I 
quality  of  their  living  quarters  rebelled 
against  improving  their  apartment  at  their 
own  expense,  especially  in  view  of  the  low 
state  into  which  maintenance  of  public 
space— halls,  stairways,  entrance  vestibules 
—had  fallen.  This  latter  group  of  tenants 
moved  either  to  a  new,  modern  building 
with  prestige,  or  to  a  purchased  single¬ 
family  home.  Thus  most  buildings  which 
have  been  under  rent  control  are  today 
housing  a  different  class  of  tenants  than 
formerly.  This  situation  has  in  many  in¬ 
stances  changed  the  character  of  a  neighbor¬ 
hood  to  such  an  extent  that  the  individual 
building  owner  is  powerless  to  improve  the 
character  of  his  building,  and  from  purely 
economic  considerations  must  conform  his 
operations  to  the  pattern  that  has  evolved. 
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These  changes  in  the  desirability  of 
many  apartments  has  been  reflected  in  the 
attitudes  of  people  generally  toward  apart¬ 
ment  living.  Unquestionably  the  prestige- 
type  of  residence  in  the  typical  U.S.  city 
today  is  the  single-family  house  in  a  periph¬ 
eral  or  a  suburban  area.  New  residential 
construction  statistics  show  that  the  pre- 
,  ponderance  of  new  units  are  in  the  single¬ 
family  residence  class.  This  change  has  had 
a  deleterious  effect  upon  the  larger  cities. 

While  most  of  the  buildings  observed  in 
this  study  underwent  in  varying  degrees 
the  changes  discussed  above,  their  invest- 
'  ment  status  from  a  return  on  investment 
standpoint  has  not  been  adversely  affected. 

REAL  ESTATE  TAX  TRENDS 
The  city  in  which  these  properties  are 
I  located,  in  common  with  the  typical  U.S. 
city,  depends  upon  real  estate  taxes  for 
almost  all  of  its  operating  revenues.  The 
following  figures  represent  the  trend  of 
actual  tax  collections  from  the  properties 
under  review: 


}  Index  of  Actual 

'  Tax  Payments 


•939  . 

•940  . 

. 109.4s 

•941  . 

•942  . 

. •4709 

•943  . 

. 136.47 

•944  . 

. •4998 

•945  . 

. 15504 

•946  . 

. 142.97 

•947  . 

. 144-57 

•948  . 

. 167.65 

•949  . 

. 173-63 

•950  . 

. 166.13 

•951  . 

. 176-03 

•952  . 

. 189-53 

•953  . 

•954  . 

. 203.17 

•955  . 

. S18.76 

nicipal  services  on  a  bare  minimum  stand¬ 
ard.  Salaries  of  municipal  employees  have 
by  necessity  been  held  below  the  wages  of 
the  rest  of  the  economy.  These  wage  scales 
quite  obviously  fail  to  attract  conscien¬ 
tious,  efficient  personnel  and  undoubtedly 
are  responsible  to  a  considerable  degree 
for  the  apathy  of  some  and  the  downright 
dishonesty  of  others. 

The  ratios  of  real  estate  tax  collections 
to  gross  revenues  are  as  follows: 


•939 

•940 

•94> 

•942 

•943 

•944 

•945 

•  946 

•947 

•  948 

•949 

•950 

•95^ 

•952 

•953 

•954 

•955 


Ratio  of 
Real  Estate  Tax 
to  Gross  Income 

. •2-97 

. •323 

. 12.65 

. •390 

. ^3  4^ 

. •367 

. 12.83 

. •3-96 

. •425 

. •4-44 

. •4-43 

. •4-71 

. •4-59 

. •7*9 

. •578 

. •4-79 

. •3-99 


It  is  readily  apparent  that  residential 
income  real  estate  was  unjustly  treated  in 
the  matter  of  taxation  during  the  period 
of  rent  control.  In  the  last  year  reviewed 
the  increase  in  gross  revenues  was  sufficient 
to  remove  a  portion  of  the  sting  of  the  tax 
bite.  Furthermore,  local  governmental  units 
are  realizing  that  the  limit  of  real  estate 
taxation  has  been  reached  and  are  turning 
to  other  sources  for  tax  revenues. 

TRENDS  IN  NET  EARNINGS  AND 
VALUES 


While  tax  payments  have  more  than 
doubled  during  the  period,  the  city  is  still 
hard  pressed  to  supply  the  essential  mu- 


Real  estate  investors  in  the  final  analysis 
are  primarily  concerned  with  the  net  re¬ 
turn  on  their  investment.  For  the  period  re- 
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viewed,  net  income  has  experienced  the 
following  trend: 


•939 

1940 

•94' 

•942 

•943 

•944 

•945 

•  946 

•947 

•  948 

•949 

•950 

•95^ 

•952 

•953 

•954 

•955 


Index  of 
Net  Income 
. .  100.00 
.  .109.42 
.  .129.21 
..•47.09 
..•36.47 
..•49.98 
..•55.04 
..•42.97 
..•44.57 
. .  167.65 
..173.63 
. .  1 66. 1 5 
..176.03 
..•44.52 
..185.68 
.  .214.50 
..240.57 


It  is  readily  apparent  that  during  the 
tenure  of  rent  control  the  properties  under 
study  were  not  a  good  hedge  against  infla¬ 
tion.  However,  stability  of  net  earnings 
during  the  entire  period,  compared  to 
other  investments,  made  them  above  aver¬ 
age  in  all-around  desirability. 

Based  upon  a  rule-of-thumb  yardstick  of 
appraisal  as  in  vogue  in  varying  degrees 
during  the  period  and  reflecting  the  inter¬ 
play  of  market  forces,  the  trend  of  average 
values  is  as  follows: 


•939  . 

Index  of  Value 

'94‘»  . 

•94'  . 

. •'4-54 

•942  . 

. •'9'2 

•943  . 

. 120.10 

•944  . 

. •3035 

•945  . 

. 1 4 1 .06 

•946  . 

. •5'-67 

•947  . 

. '  57.38 

•948  . 

•949  . 

. '69.52 

•950  . 

. '65.85 

•95'  . 

. '69.35 

•952  . 

. '64.34 

•953  . 

. '80.79 

•954  . 

. 205.99 

•955  . 

. 206.59 

The  investor  who  purchased  in  the  early 
years  of  the  period,  studied,  and  sold  in 
1954  and  1955  had  a  handsome  capital 
gains  reward.  Furthermore,  the  capital 
gains  income  tax  advantage  of  the  feature 
of  depreciation  allowance  enhanced  the 
c:apital  gain  above  the  amount  of  actual 
increase  in  value.  The  investor  who  utilized 
mortgage  financing  available  and  using  his 
funds  as  equity  capital  realized  an  incre¬ 
ment  in  his  equity  funds  vastly  greater 
percentage  wise. 

TRENDS  IN  PROPERTY  YIELDS 

Yield  on  any  investment  is  significant 
only  as  related  to  current  value  of  the  in¬ 
vestment.  This  yield  can  be  accurately 
determined  in  the  case  of  securities  listed 
on  a  securities  exchange.  Such  accuracy  is 
not  possible  with  residential  income  real 
estate.  The  value  has  to  be  appraised,  which 
has  been  done  as  noted  before  in  this  study. 
While  such  value  may  be  somewhat  more 
or  less  than  a  buyer  would  actually  pay,  if 
care  is  exercised  to  vary  the  yardstick  de¬ 
pending  upon  the  rate  of  interest  in  apart¬ 
ment  properties  at  the  time,  the  resulting 
yield  rate  will  be  close  enough  for  practical 
investment  evaluation  purposes. 

All  of  the  properties  included  in  this 
study  are  owned  by  corporations.  Corporate 
ownership  entails  a  certain  amount  of  ex¬ 
pense  for  officer  salaries,  stock  transfer  fees, 
corporate  taxes,  auditing,  fiscal  fees,  and  so 
on.  Accordingly,  in  order  to  express  yields 
in  terms  of  individual  ownership  we  have 
estimated  that  such  ownership  would  have 
realized  a  return  per  cent  above  the  re¬ 
turn  to  the  corporation.  Today,  when  sev¬ 
eral  persons  jointly  buy  realty  the  tax  dis¬ 
advantages  of  the  corjjorate  form  are  avoided 
by  the  use  of  the  land  trust.  On  this  basis  the 
yields  on  appraised  values  before  deprecia¬ 
tion  and  debt  servicing  costs  are  as  follows: 
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Yield 
on  Value 


I  >939  . 7-5 

1940  . 8.0 

i94>  . 8-3 

1942  . 8.9 

>943  . 8.4 

>944  . 8.4 

>945  . 8.1 

'94<>  . 7-2 

>947  . 7  0 

>948  . 7-5 

>949  . 7-7 

>950  . 7-5 

>95>  . 7-7 

>952  . 7» 

>953  . 7  « 

>954  . 7  0 

>955  . 8.1 


The  yield  to  equity  capital,  if  mortgage 
financing  were  employed,  would  of  course 
be  considerably  above  the  yields  shown 
above.  This  would  be  sound  economically,  as 
j  yield  should  increase  as  greater  risk  is  as¬ 
sumed, 

SUGGESTIONS  AS  l  O  DATA 
COMPILATION 

The  intense  competition  for  the  funds 
of  investors  is  a  challenge  to  realtors  en¬ 
gaged  in  the  brokerage  and  management  of 
income  real  estate.  Financial  underwriting 
houses  have  a  wealth  of  data  on  the  eco¬ 
nomics  of  an  industry  and  the  individual 
segments  therein  for  presentation  to  pro¬ 
spective  investors  and  for  publicity  pur- 
'  poses.  While  some  real  estate  firms  have 
presented  a  review  of  their  operations  and 
secured  noteworthy  publication  of  refer- 
j  ences  to  data  selected  fiom  such  a  work,  the 
surface  has  barely  been  scratched. 

I  In  many  instances  where  an  annual  re¬ 
view  was  prepared,  much  of  the  context  was 
concerned  with  summarizing  activities  of 
the  brokerage  department.  A  more  compre¬ 
hensive  annual  review  including  all  phases 
of  operations  would  unquestionably  pro¬ 
vide  greater  opportunity  for  creating  in¬ 


terest  in  real  estate,  and  incidentally  center 
interest  on  the  reporting  agency. 

The  property  management  division 
should  be  represented  in  such  an  annual 
review.  A  summary  of  operating  results  by 
classes  of  income  real  estate  would  create 
a  great  deal  of  interest.  The  compilation  of 
operating  data  and  the  summarization 
thereof  presents  a  clerical  task  of  consider¬ 
able  magnitude,  which  undoubtedly  has 
been  the  barrier  to  the  presentation  of  such 
data.  The  burden  of  an  ever-increasing  cost 
of  overhead  is  of  course  a  pressing  problem 
to  every  real  estate  office.  However,  forward 
planning  and  a  system  of  accounting  de¬ 
signed  with  the  end  result  in  sight  can  do 
much  to  overcome  this  obstacle  to  data 
compilation.  A  number  of  large  real  estate 
offices  have  adopted  the  overhead  reducing 
advantages  of  punch-card  accounting  in 
their  operations.  Where  such  a  system  en¬ 
compasses  all  accounting,  proper  planning 
^vould  make  the  summarization  of  operat¬ 
ing  data  for  the  annual  review  a  very  in¬ 
expensive  and  expeditious  matter.  It  is 
quite  likely  that  the  increasing  pressure  of 
clerical  overhead  expense  will  bring  a  great 
many  more  offices  into  the  punch-card  ac¬ 
counting  fold.  This  will  be  more  pro¬ 
nounced  in  areas  where  service  bureau 
facilities  for  the  processing  of  cards  are 
available.  Many  of  the  smaller  offices,  where 
clerical  volume  is  not  large  enough  to  war¬ 
rant  machine  rental  expense  or  machine 
ownership,  can  avail  themselves  of  the  ad¬ 
vantages  of  electronic  data  processing  by 
using  such  service  bureau  facilities. 

Once  the  data  is  compiled  and  sum¬ 
marized,  many  opportunities  for  the  pres¬ 
entation  of  interesting  economic  analysis 
and  study  present  themselves.  Since  income 
tax  is  of  universal  interest  and  the  concern 
of  every  investor,  the  tax  advantages  of  in¬ 
come  real  estate  might  well  be  illustrated. 
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A  simplified  example  of  relating  income 
tax  application  to  such  operating  data  fol¬ 
lows. 

INCOME  TAX  ADVANTAGE  OF 
INCOME  REAL  ESTATE 

A  hypothetical  investment  of  $100,000  at 
the  average  1955  value  as  presented  in  this 
study  is  selected  for  analysis  as  an  example 
of  investment  possibilities  on  a  theoretical 
basis.  Under  mortgage  financing  conditions 
prevailing  in  middle  1955  (before  the  tight 
money  conditions  of  the  last  quarter  pre¬ 
vailed)  it  is  assumed  that  a  $70,000  mort¬ 
gage  at  5  per  cent  interest  could  have  been 
obtained.  On  this  basis  the  return  would 
have  been  as  follows: 


Investment  . $100,000 

Mortgage  .  70,000 

Return  on  investment .  8,100 

Interest  requirement  .  3.500 

Net  after  interest  (before 
depreciation)  .  4,600 


Percentage  return  on  equity _  >5-3% 

Of  the  net  cash  return  after  interest  a 
portion  would  be  required  for  a  payment 
on  the  mortgage,  constituting  additional 
equity  investment  in  the  property.  Inas¬ 
much  as  there  is  no  evidence  indicating  a 
decline  in  value  of  the  properties  being  re¬ 
viewed,  the  element  of  depreciation  is  con¬ 
sidered  to  be  merely  a  matter  of  income 
tax  computation  and  not  an  actual  decline 
in  value.  Hence  the  amount  of  income  tax 
depreciation  allowable  represents  a  capital 
gain  subject  to  a  deferred  capital  gain  tax 
treatment.  This  deferred  capital  gain  tax 
becomes  payable  only  if  and  when  the 
property  is  sold. 

In  estimating  depreciation  we  have  as¬ 
signed  $85,000  as  being  the  value  of  build¬ 
ing  and  $15,000  as  value  of  the  land  in  the 
theoretical  $100,000  investment.  It  could 
probably  be  stated  that  normally  not  more 


than  10  per  cent  would  be  invested  in  land 
in  a  walk-up  residential  project.  However, 

1 5  per  cent  was  used  as  a  conservative  figure 
and  to  be  reasonably  certain  that  the  figure 
selected  could  be  said  to  be  acceptable  to  the 
department  of  internal  revenue.  As  to  re¬ 
maining  length  of  life  of  depreciable  asset, 

25  years  has  been  assigned.  In  particular 
cases  a  shorter  or  longer  life  might  result 
upon  review  by  the  internal  revenue  serv¬ 
ice.  The  life  selected  represents  a  justifiable 
average. 

In  order  to  compare  income  tax  treatment 
of  income  from  real  estate  with  income  from 
stocks  or  bonds  the  complications  of  financ¬ 
ing  available  to  the  alternate  forms  of  in¬ 
vestment  is  avoided  in  this  study  by  elimi¬ 
nating  borrowed  funds. 

Based  upon  the  foregoing  assumptions  the  [ 
income  tax  implications  of  the  investment  ) 
are  as  follows: 

Net  income  before  depreciation. .  .$8,100  [ 


Depreciation .  3.400 

Taxable  net  income .  4.700 


A  future  capital  gains  tax  on  the  deprecia-  | 
tion  amount  is  taken  into  consideration  for  : 
comparison  of  tax  treatment  on  net  income  j 
from  stocks  or  bonds.  This  tax,  however,  as 
noted  before,  will  not  become  a  tax  liability 
until  the  property  is  sold. 

INCOME  TAX  ON  NET  INCOME 
FROM  REAL  PROPERTY  \ 

Income  Tax  Assessable 

Income  Bracket:  }o%  40%  50%  60% 

Taxable  net 

$4,700  .  $1,410  $1,880  $2,350  $2,820 

Deferred 
Capital  Gains 

tax  on  $3,400  .  510  680  850  850 

TOTAL  TAX  $1,920  $2,560  $3,200  $3,670 

In  computing  the  tax  on  alternate  invest¬ 
ment  income,  the  5  per  cent  credit  applica¬ 
ble  to  dividends  has  been  ignored  since  the 
effect  on  tax  assessable  is  negligible. 
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Income  tax  on  the  same  amount  of  income 
from  stocks  or  bonds: 

Income  Tax  Assessable 

Income  Bracket:  jo%  40%  50%  60% 

Taxable 

Income  .$8,100  $2,430  $3,240  $4,050  $4,860 

In  this  example,  the  investor  Is  assumed 
to  have  other  income  which  places  his  in¬ 
vestment  income  in  the  tax  brackets  shown. 

In  order  to  study  the  tax  implication  of 
income  from  real  estate,  the  same  amount  of 


Percentage 

applicable 

3o7o 

to  real  estate  owner 
(tax  bracket) 

40%  60% 

Net  return  before 
income  tax  . . 

100% 

\oo% 

100% 

Current  income 
tax  assess¬ 
able  . 

17.4 

23.2 

29.1 

Percentage  of 
immediate  net 
retained . 

82.5 

76.8 

709 

Deferred  capital 
gains  income 
tax-payable 
only  when 
property  is 
sold  . 

6.6 

8.4 

10.5 

Ultimate  per¬ 
centage  of  re¬ 
turn  retained 
by  real  estate 
owner  . 

76.2 

68.4 

60.4 

income  was  shown  for  alternate  investments. 
However,  the  same  investment  in  stocks  that 
compose  the  Dow-Jones  average  or  in  good 
grade  bonds  if  made  in  1955  would  not  have 
enjoyed  a  return  of  8. 1  per  cent. 

The  deferment  of  what  amounts  to  capital 
gains  tax  until  the  property  is  sold  is  im¬ 
portant  to  capital  accumulation  and  a  dis¬ 
tinct  advantage  to  the  investor  in  income 
real  estate.  This  is  best  illustrated  by  indi¬ 
cating  the  percentage  of  return  retained 
after  income  tax. 


Percentage  applicable 
to  stock  or  bond  owner 
(tax  bracket) 


50% 

30% 

40% 

50% 

60% 

100% 

100% 

100% 

100% 

100% 

34-8 

30.0 

40.0 

50.0 

60.0 

65.2 

70.0 

60.0 

50.0 

40.0 

10.5 
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When  can  management  be  included  and  handled  as  a  factor  in  deter¬ 
mining  the  value  (values  or  valuation)  of  real  estate?  Like  his  famous 
grandfather,  detective  William  Allan  Pinkerton,  the  author  shows  a 
sharp  eye  and  scientific  skill  in  ferreting  out  and  analyzmg  the  evidence 
that  leads  to  truth.  The  “cases'  he  presents  will  interest  every  manager 
and/or  appraiser,  and  have  been  worked  up  in  collaboration  with 
Kendall  Cady  of  Chicago. 


MANAGEMENT  AS  A  FACTOR  IN  VALUE 
by  W.  A.  P.  Watkins,  CPM 


It  seems  t(j  me  that  management  is  a  cause 
in  either  the  value  or  the  valuation  of  real 
estate,  but  just  to  be  sure  that  I  am  on  the 
right  track  I  talked  to  a  friend  of  mine  who 
is  a  newly  made  MAI,  I  asked  him  what  he 
thought  about  management  as  a  factor  in 
real  estate  value.  I  was  somewhat  shocked 
when  he  told  me  that  MAI’s  don’t  believe  in 
it.  He  said  he  was  taught  that  in  appraising 
real  estate  he  should  take  as  a  basic  premise 
the  fact  that  the  property  woidd  have  good, 
progressive  management  at  the  prevailing 
rate;  so  in  determining  the  net  income  of 
any  property,  he  had  to  adjust  both  income 
and  expense  figures  according  to  whether, 
in  his  judgment,  the  management  had  been 
doing  a  poor  job  or  an  extremely  good  one. 
Therefore  his  conclusion  was  that  manage¬ 
ment  had  to  be  canceled  out  and  could  not 
be  considered  as  a  factor. 

Now  I  am  willing  to  admit  that  maybe  the 
MAI’s  don’t  believe  in  management  as  a  fac¬ 
tor  in  value,  but  I  am  also  willing  to  say  that 
I  do  believe  it  to  be  often  a  factor  in  the 

As  everybody  knows,  Mr.  Watkins  is  president 
this  year  of  the  Institute  of  Real  Estate  Manage¬ 
ment,  and  a  partner  of  Sudler  &  Co.  in  Chicago. 
Kendall  Cady  is  well  known  as  a  partner  of  Downs, 
Mohl  &  Co. 


value  of  real  estate,  and  that  in  appraising 
a  property  one  has  to  recognize  that  its  value 
does  substantially  change  as  the  quality  of 
its  management  varies.  I  am  not  trying  here 
to  give  an  absolute  formula,  but  I  would  like  ) 
to  point  out  a  few  cases  from  life,  showing 
when  management  either  is  or  is  not  a  fac¬ 
tor  in  value. 

Let’s  take  the  “is  not”  group  first.  I  will 
admit  that  management  has  very  little  or 
nothing  to  do  with  the  value  of  a  single¬ 
family  residence.  I  suppose  it  doesn’t  have 
much  to  do,  either,  with  the  value  of  certain 
special-use  types  of  property  such  as  schools, 
churches,  hospitals  and  the  like.  If  you  were 
appraising  the  value  of  the  land  under  a  big 
downtown  building  subject  to  a  long-term 
lease  at  a  low  rental,  I  think  we  could  agree 
that  there  was  little  or  no  management  factor 
connected  with  that  particular  property. 
Probably  the  same  condition  might  obtain 
for  vacant  land  or  even  newly  improved  real 
estate  which  has  not  yet  been  put  into  use; 
and  doubtless  there  are  other  classes  of  real 
estate  where  management  does  not  appear  to 
have  any  particular  effect  on  value.  In  gen¬ 
eral,  these  are  kinds  of  real  estate  that  do 
not  have  to  be  managed. 
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But  obviously  there  are  many  classes  of 
real  estate  that  do  have  to  be  managed.  Any 
building  which  has  multiple-tenancy,  be  it 
residential  or  of  a  commercial  nature,  re¬ 
quires  some  constant  attention  of  a  man¬ 
agerial  type.  In  such  cases,  management  is  at 
least  a  factor  in  the  cost  of  operating  the 
building.  In  other  words,  when  you  prepare 
an  analysis  of  operating  expenses,  even 
though  the  previous  owner  may  not  have 
(  barged  for  his  services  as  the  manager,  and 
even  though  you  might  feel  that  a  prospec¬ 
tive  buyer  would  choose  to  opeiate  the 
building  himself,  you  do  realize  and  reflect 
in  your  expense  statement  that  some  wages 
are  due  a  hypothetical  manager,  or  that 
some  fee  is  due  a  hypothetical  managing 
agent.  Certainly  management  is  at  the  very 
least  a  cost  in  connection  with  certain  real 
estate. 

TWO  SIDES  OF  THE  COIN 

Now  let’s  take  another  example.  This  is 
a  case  where  the  owner  has  decided  to  take 
all  the  money  possible  out  of  the  building 
and  to  put  back  as  little  as  possible.  When 
the  roof  leaked,  it  was  patched— to  the  point 
where  a  lot  of  the  third-floor  ceilings  have 
been  damaged.  There  has  been  scarcely  any 
decorating,  with  the  result  that  the  tenants 
have  been  forced  to  do  their  own.  Since  this 
policy  has  obtained  for  a  number  of  years, 
the  property  is  suffering  from  much  poor 
decorating  and  substitutes  for  good  paint, 
and  perhaps  worst  of  all,  the  varnish  has 
been  worn  off  the  hardwood  floors  and  the 
dirt  ground  into  the  wood— to  the  point 
where  sanding  and  refinishing  are  necessary. 
Management  won’t  buy  replacement  faucets 
and  the  janitor  has  reseated  the  faucets  so 
many  times  that  it  can’t  be  done  any  more; 
about  half  of  them  leak.  The  hot  water 
storage  tank  in  the  basement  has  leaked  a 
dozen  times,  and  the  janitor  has  been  forced 
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simply  to  put  in  plumber’s  plugs.  The  carpet 
in  the  front  halls  is  worn  completely  thread¬ 
bare;  in  fact,  on  some  of  the  stairs  the  janitor 
has  had  to  nail  it  down  so  tliat  the  loose  edges 
won’t  be  too  serious  a  tripping  hazard.  The 
wood  trim  on  the  outside  of  the  building 
shows  hardly  any  paint  at  all,  and  what  wood 
has  not  actually  begun  to  rot  is  thoroughly 
water  soaked. 

You  know  this  type  of  building,  and  you 
know  that  it’s  in  an  advanced  state  of  de¬ 
terioration.  The  management  policy,  if  it 
can  be  called  that,  has  aged  the  building  long 
before  its  time,  and  now  the  results  of  this 
policy  are  so  noticeable  that  the  building 
cannot  any  longer  command  rents  compara¬ 
ble  to  properties  of  similar  size  and  age. 

Now  if  you  were  to  appraise  this  building, 
you  would  notice  all  these  defects  and  de¬ 
cide  how  much  it  would  cost  to  cure  them;  or 
in  some  manner  you  would  measure  the  ef¬ 
fect  of  this  deterioration  and  take  it  into  con¬ 
sideration.  If  you  were  working  by  the  re¬ 
production  cost  method,  you  would  assign  a 
much  higher  depreciation  or  obsolescence 
than  you  would  give  a  normal  building  of 
the  same  age.  If  you  were  working  by  the 
comparative  sales  approach,  you  would  in 
some  manner  indicate  the  physical  condi¬ 
tion  of  this  building  in  comparing  it  to  sales 
of  properly  maintained  buildings.  If  you 
were  working  on  the  income  approach  basis, 
you  would,  of  course,  reflect  the  lower  rental 
schedule  which  is  made  necessary  by  the 
building’s  condition  and  reputation,  and 
you  would  also  reflect  the  increased  operat¬ 
ing  costs  which  have  been  brought  about  by 
this  improvident  method  of  operating;  and 
finally,  in  assuming  a  capitalization  rate  and 
a  probable  economic  life,  the  building 
would  be  penalized  still  more  for  the  selfish 
attitude  of  recent  management.  Here  is  an 
example  in  which  a  management  policy  may 
be  said  to  have  been  a  factor  in  decreasing 
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the  value  and,  of  course,  the  valuation  which 
you  might  put  on  the  property. 

Now  consider  the  opposite  side  of  this 
same  coin.  Suppose  the  building  owner’s 
(and  agent’s)  policy  has  been  to  do  the  best 
job  of  maintenance  which  is  consistent  with 
the  quality  of  the  units  and  the  neighbor¬ 
hood.  In  looking  over  the  building,  you 
would  find  a  reasonably  new  hot  water  tank 
which  has  many  years  of  life  left  in  it;  a  new 
roof  with  a  guarantee  still  running,  and  no 
damage  to  the  plastered  ceilings  on  the  top 
floor.  You  would  find  that  the  owner  has 
been  giving  the  tenants  an  adequate  decorat¬ 
ing  allowance  and  has  been  insisting  that 
proper  work  be  done.  The  hardwood  floors 
wouldn’t  need  an  expensive  sanding  job. 
The  tenant  space  would  be  in  good  shape. 
Where  a  water  faucet  has  needed  to  be  re¬ 
placed,  not  only  this  faucet  but  the  pair  of 
them  have  been  replaced,  with  equipment 
which  is  modern  in  appearance  and  which 
can  be  reseated  and  repaired  indefinitely. 
The  stairhall  carpet  would  be  in  good  shape. 

In  fact,  when  you  came  to  assign  a  depre¬ 
ciation  or  obsolescence  percentage,  you 
would  choose  a  figure  which  was  less  than 
that  assigned  to  a  normal  building  of  this 
age  which  has  received  normal  maintenance. 
When  you  compared  the  income  of  this 
building  with  similar  ones  in  the  neighbor¬ 
hood,  you  would  find  that  owner  and  man¬ 
agement  had  been  able  to  get  a  slight  pre¬ 
mium  rent,  and  you  would  be  irrevocably 
drawn,  to  the  conclusion  that  this  building 
was  worth  in  the  current  market  slightly 
more  than  what  comparable  buildings  ap¬ 
peared  to  be  selling  for. 

Now  I  maintain  that  proper  management 
in  this  instance  has  actually  increased  the  in¬ 
come  for  the  owner  during  the  past  years, 
without  increasing  the  expenses;  that  the 
building  actually  has  a  higher  value  than  it 
would  have  had  under  mediocre  manage¬ 


ment,  and  that  this  whole  happy  condition 
was  brought  about  by  management.  There¬ 
fore,  management  did  affect  the  value  and 
the  valuation,  and  it  might  be  considered  a 
factor  insofar  as  it  has  created  this  effect. 

COULD  THERE  BE  THREE  SIDES 
TO  THE  COIN? 

In  talking  about  these  two  examples— a 
building  that  has  been  seriously  undermain¬ 
tained  and  another  which  has  been  properly 
maintained— I  am  forced  to  ask  myself  if 
there  could  be  three  sides  to  the  coin.  I  am 
thinking,  for  example,  of  the  5000  block  on 
W.  Washington  Boulevard  in  Chicago.  Here 
the  same  contractor  built  three  identical 
buildings  in  the  same  year  in  the  mid- 1920’s. 
During  the  course  of  about  four  years  in  the 
early  1940’s  I  was  privileged  to  see  the  oper¬ 
ating  statements  of  all  three  buildings.  To 
my  mind,  one  building  was  being  milked 
and  was  deteriorating  much  more  rapidly 
than  were  the  others.  The  second  building, 
which  had  normal-to-good  maintenance,  was 
even  in  those  days  enjoying  a  I5  per  month 
per  apartment  higher  rent;  the  third  build¬ 
ing,  which  was  superlatively  maintained, 
was  enjoying  $2.50  more  than  the  second 
building,  or  $7.50  more  than  the  first  build¬ 
ing.  Now  when  you  multiply  this  differential 
by  30  apartments  in  the  building  and  then 
by  12  months  in  the  year  you  get  a  sub¬ 
stantial  difference  in  income.  But  when  the 
operating  statements  were  studied  closely,  it 
was  clear  that  the  middle  building  was  con¬ 
sistently  earning  a  higher  net  income  than 
the  neighbor  which  had  better  maintenance 
and  higher  rents,  and  that  net  income  of 
both  of  the  better-maintained  buildings  was 
substantially  above  that  of  the  poorly  main¬ 
tained  one.  It  is  unquestionably  true  that 
the  building  which  was  overmaintained  was 
in  better  condition  and  had  a  higher  gross 
income,  and  if  you  were  one  who  bought 
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buildings  on  the  basis  of  five,  six  or  seven 
times  the  gross,  you  would  have  paid  more 
for  it.  But  consider  this: 

The  two  better  buildings  were  appraised 
by  the  same  appraiser  within  a  few  days  of 
each  other  for  two  different  prospective 
buyers  and  for  almost  exactly  the  same  price. 
I  can  see  what  happened  in  the  appraiser’s 
mind.  He  realized  that  one  building  was 
physically  in  better  condition  than  the 
other,  but  had  a  lower  net  income  over  a 
period  of  several  years;  so  he  let  the  two 
items  offset  each  other  in  his  mind.  From  a 
management  point  of  view,  if  you  had 
bought  the  building  which  had  been  over¬ 
maintained  and  then  let  it  slip  slightly  back 
toward  the  middle  building  which  had  an 
average  maintenance  more  suitable  to  the 
neighborhood  and  the  style  of  apartments, 
then  you  would  have  had  a  period  of  several 
years  during  which  the  operating  expenses 
could  have  been  considerably  lower  and  the 
income  could  have  been  slightly  higher;  so 
that  although  the  owner  of  the  better- 
maintained  building  had  not  enjoyed  as 
much  net  income,  he  should  in  reality  have 
received  a  slightly  higher  price.  Here  again 
the  ownership  or  management  policy  on 
maintenance  and  pricing  did  affect  and  con¬ 
sequently  was  a  factor  in  determining  the 
value  of  the  property. 

ANOTHER  CASE  OF  MANAGEMENT 
AS  A  FACTOR 

Remember  the  perilous  times  of  the  early 
1930’s?  In  Chicago,  the  city  fathers  tried  to 
buck  these  times  by  holding  a  World’s  Fair. 
There  were  a  couple  of  buildings  quite 
similar,  in  the  same  block,  which  were  run 
by  a  manager  who  specialized  in  apartment 
hotel  properties.  Although  these  two  build¬ 
ings  were  typical,  unfurnished  walk-up 
units,  the  manager  had  a  mental  picture  of 
the  millions  of  people  who  would  be  at- 
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tracted  to  the  Fair.  He  realized  that  his 
buildings  were  as  close  to  the  Fair  as  any¬ 
body  could  get  and  still  be  in  a  reasonably 
decent  neighborhood;  so  he  chased  out  all 
of  his  tenants  and  loaded  up  the  buildings 
with  the  cheapest  kind  of  furniture  and 
started  to  run  them  as  furnished  buildings 
with  maid  service,  linens,  free  gas  and  elec¬ 
tricity.  After  the  two-year  run  of  the  Fair, 
the  furniture  was  still  usable,  so  he  con¬ 
tinued  to  operate  on  a  furnished  basis. 

In  the  mid  1930’s  one  of  these  buildings 
moved  into  different  management  hands 
and  the  new  managers  threw  away  the  fur¬ 
niture  or  sold  it  to  the  tenants.  They  discon¬ 
tinued  maid  service.  They  forced  the  ten¬ 
ants  to  start  paying  their  own  electric  and  gas 
bills.  They  remodeled  the  area  in  the  base¬ 
ment  which  had  been  a  linen  room,  maids’ 
locker  room,  and  furniture  storage  room 
into  an  apartment  and  so  created  a  little 
additional  rent.  When  they  started  the  proc¬ 
ess,  the  two  buildings  had  about  the  same 
net  income.  A  year  later,  when  the  unfur¬ 
nishing  program  had  been  completed,  the 
managers  came  out  with  a  slightly  lower 
gross  but  with  a  considerably  higher  net  in¬ 
come.  Now  suppose  you  were  a  prospective 
buyer  and  at  about  this  time  came  along 
looking  at  the  two  buildings;  or  supjxise  you 
were  an  appraiser  studying  the  two  build¬ 
ings.  I  think  it  is  quite  obvious  that  the 
value  of  the  building  which  was  converted 
back  to  unfurnished  normal  use  would  be 
higher.  After  all,  it  earns  more.  It  is  being 
used  at  its  highest  and  best  use  point.  Actu¬ 
ally,  if  you  took  the  furnished  building  and 
started  the  same  process,  you  could  immedi¬ 
ately  come  up  with  the  same  net  income  the 
unfurnished  building  has,  and  in  addition 
would  have  the  salvage  value  of  all  of  the 
furniture,  a  figure  which,  as  indicated  by  the 
experience  of  the  other  building,  would 
amount  to  several  thousand  dollars.  The 
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fact  is,  however,  that  any  owner  or  appraiser 
tends  to  discount  the  chance  for  additional 
earnings  which  cannot  be  proved,  so  we  have 
a  situation  in  which  the  unfurnished  build¬ 
ing,  although  it  represents  slightly  less  po¬ 
tential  value,  will  sell  or  be  appraised  at  a 
higher  rate.  This  is  brought  about  by  the 
fact  that  management  effected  a  change  and 
proved  that  the  change  was  successful,  so 
it  seems  to  me  that  here  again  we  have  a 
case  where  management  has  affected  the 
value  or  the  valuation,  and  so  is  a  factor. 

NOT  REAL  ESTATE,  BUT  A 
GOING  BUSINESS 

Let  me  say  that  I  think  that  most  real 
estate  appraisal  is  not  really  the  appraisal 
of  real  estate  but  the  appraisal  of  a  going 
business.  Certainly  most  of  the  property 
which  we  in  the  management  business  man¬ 
age  is  income-producing  property.  It  is 
owned  primarily  by  people  who  are  inter¬ 
ested  in  the  income  stream  that  will  flow  to 
them  by  virtue  of  their  ownership;  and  I  am 
reasonably  certain  that  when  you  apply  the 
reproduction  cost  approach  or  the  compara¬ 
ble  sales  approach,  all  you  are  really  doing  is 
checking  to  see  whether  you  were  correct  as 
to  the  value  you  arrived  at  through  the 
capitalization-of-income  to  value. 

Let  us  briefly  consider  the  case  of  the  big 
downtown  office  building.  Suppose  that  in¬ 
stead  of  owning  the  fee,  subject  to  a  long¬ 
term  lease,  you  owned  both  the  land  and  the 
improvement;  suppose  also  that  you  were 
trying  to  determine  the  future  net  income  to 
be  derived  from  this  property.  I  assume  that 
you  could  compare  it  to  similar  properties. 
You  could  find  out  the  going  rate  for  office 
space  in  the  city  and  you  could  compare  the 
various  spaces  in  the  subject  building 
through  the  use  of  the  Sheridan-Karbo  for¬ 
mula  and  by  other  scientific  means.  You 
could,  also  out  of  your  experience  and  by 


comparison  to  other  properties,  arrive  at  a 
fairly  good  estimate  of  the  cost  of  operating 
such  a  building.  In  short,  you  could  make 
a  fairly  accurate  budget  of  income  and  ex¬ 
pense  and  arrive  at  a  net  income  figure.  You 
could  do  this  scientifically  and  probably 
fairly  accurately;  but  just  the  same,  you 
would  be  very  happy  to  see  the  audited  op¬ 
erating  statements  of  the  building  for  the 
past  five  years,  and  would  put  a  lot  of  weight 
on  the  actual  earnings  of  the  building  dur¬ 
ing  the  recent  past. 

Now  suppose  that  the  management  of  the 
building  had  been  really  inefficient,  and  that 
you  found  a  20  per  cent  vacancy;  suppose 
you  found  that  the  vacancy  in  other  com¬ 
parable  buildings  in  the  city  was  only  5  per 
cent  and  suppose  that  this  difference  of  15 
per  cent  vacancy  represented  a  $100,000  a 
year  in  net  income.  I  don’t  believe  any  one 
of  us  would  have  the  courage  to  figure  on  all 
of  this  additional  income  and  then  capitalize 
it  as  part  of  the  valuation  procedure.  Al¬ 
though  this  might  be  correct  theoretically, 
and  although  no  other  reason  could  be 
found  for  the  low  occupancy  rate  except 
inefficiency  of  management,  I  think  we’d 
be  afraid  to  add  $100,000  to  the  net  income 
for  the  future.  I  don’t  believe  we  would 
dare  capitalize  this  mythical  income  at  the 
same  rate  that  we  capitalized  the  proved  in¬ 
come. 

I  claim  that  here  is  a  case  where  the  in¬ 
efficiency  of  management  has  affected  the 
value  of  the  building,  both  in  the  mind  of 
the  appraiser  and  in  the  mind  of  a  possible 
purchaser. 

Here’s  another  example— a  big  608-type 
building  in  Chicago.  The  owners  have  just 
been  able  to  refinance  and  consequently  get 
out  from  under  the  government  ceiling  on 
their  rent  prices.  They  have  given  all  tenants 
a  90-day  notice  of  a  20  per  cent  increase  in 
rent  and  have  told  them  that  if  they  don’t 
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answer  within  30  days  the  apartments  will 
be  placed  on  the  open  market  and  re-rented 
60  days  later  to  other  people.  All  of  us  in  the 
management  business  know  that  even  at  the 
new  schedule,  the  rates  for  this  building  will 
be  below  the  current  market  for  similar 
space,  and  there  is  no  reason  to  believe  that 
any  vacancy  will  occur  because  of  this  rent 
increase. 

Now  suppose  you  had  to  appraise  this 
property  on  the  date  when  the  notices  were 
sent  to  the  tenants.  No  matter  how  sure  you 
were  that  every  tenant  would  renew  at  the 
higher  rate,  I  think  you  will  have  to  admit 
that  you  would  in  some  manner  reduce  the 
value  of  the  building  on  account  of  the  risk 
of  vacancy  or  expense  which  you  might  fear. 
Assume  that  you  appraise  the  building  one 
month  later.  Actually,  nothing  has  changed 
except  that  now  every  tenant  has  renewed 
his  lease  at  the  increased  rents  and  you  are 
certain  of  the  higher  income  for  at  least 
another  year.  Now  your  discount  for  risk 
would  be  different;  it  doesn’t  have  anything 
to  do  with  the  time  element,  but  merely 
with  the  fact  that  management  has  proved 
what  it  already  knew,  which  is  that  the  rents 
were  under  the  market  by  more  than  20  per 
cent. 

It  seems  to  me  that  here  also  is  a  case 
where  management  has  affected  value  by 
proving  that  it  knew  what  it  was  doing;  so 
management  is  a  factor. 

Not  long  ago  I  talked  to  one  of  the  prom¬ 
inent  MAI’s  in  Chicago.  He  told  me  about 
an  appraisal  job  he  had  completed  only  a 
few  months  ago.  The  real  estate  included 
a  solid  block  in  the  100  per  cent  district  in 
a  major  city.  Every  single  store  was  paying 
minimum  rent,  and  although  percentage 
leases  were  in  effect,  none  of  them  was  doing 
a  volume  high  enough  to  require  overage 
rent.  His  study  indicated  that  minimum 
rents  in  this  property  were  10  per  cent  above 


comparable.  He  drew  the  conclusion  that 
management  had  done  a  superlative  selling 
job  in  getting  these  leases  and  I  think  he 
came  to  the  logical  conclusion  that  in  valu¬ 
ing  the  property,  he  had  to  assume  that  pres¬ 
ent  management  was  much  better  than  nor¬ 
mal  management  could  be  expected  to  be  in 
the  future.  Therefore,  he  penalized  the 
property  by  reducing  the  income  below  the 
proved  minimum  rents  being  paid  by  major 
high  credit  chains  for  the  stores  on  the 
ground  floor.  I  asked  him  point  blank  if  he 
cut  the  rent  by  lo  per  cent  and  he  admitted 
that  he  hadn’t;  but  he  also  admitted  that  he 
thought  he  should  have,  theoretically.  Now 
the  only  conclusion  I  can  draw  from  this  is 
that  management  did  affect  the  value  of  this 
property  to  some  extent  by  doing  a  superla¬ 
tive  selling  job. 

THE  LOOKS  OF  IT 

This  is  an  experience  I  had  recently.  One 
of  our  good  clients  was  thinking  of  buying 
a  building.  He  asked  me  to  look  at  it,  not 
in  a  professional,  advisory  way  but  as  a 
friend,  making  any  comments  that  I  thought 
pertinent  as  we  walked  through  the  prop¬ 
erty.  It  turned  out  that  he  really  had  two 
buildings  ir  mind  and  was  thinking  of 
choosing  between  them.  They  were  both 
elevator  buildings  of  the  608  type.  Except 
for  the  trim  on  the  outside  they  might  have 
come  off  the  same  plan.  One  of  them  was 
what  I  would  call  poorly  managed;  the  other 
building  simply  sparkled  with  cleanliness. 
My  friend’s  final  comment  was  to  the  effect 
that  he  wouldn’t  have  the  first  building  and 
that  he  was  pretty  sure  he’d  make  a  deal  for 
the  second  one  despite  the  fact  that  the 
broker  had  told  him  that  the  first  building 
was  a  slightly  better  buy. 

Now  I  think  my  friend  is  pretty  typical  of 
the  buying  public.  It’s  true  he  wanted  to 
make  a  good  deal,  but  it’s  almost  equally 
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true  that  he  wanted  to  be  proud  of  the  build¬ 
ing  he  bought  and  that  the  cleanliness  of  one 
building  made  it  appear  superior  to  the 
other.  It  apf>ealed  to  his  pride  of  ownership. 

WHAT’S  IN  A  NAME? 

In  Chicago,  the  Ambassador  East  and  the 
Churchill  hotels  are  located  across  the  street 
from  one  another.  Yet  comparatively  few 
people  outside  of  the  Chicago  area  know  of 
the  Churchill,  while  the  Ambassador  East 
enjoys  a  national  and  international  reputa¬ 
tion.  It’s  not  that  the  Ambassador  East  has 
had  fancy  promotion;  it’s  just  that  manage¬ 
ment  has  made  friends  with  the  movie  stars 
and  the  TV  stars  and  other  prominent  per¬ 
sonalities,  and  made  the  Ambassador  East  a 
favorite  spot  for  celebrities.  People  are  at¬ 
tracted  there  by  the  off-chance  of  seeing 
someone  whose  face  was  in  yesterday’s  news¬ 
paper.  So  here’s  a  situation  where  manage¬ 
ment  has  made  its  product  so  desirable  that 
it  can  charge  premium  prices,  but  the  build¬ 
ing  across  the  street,  which  has  not  had  this 
type  of  management,  is  just  getting  normal 
prices  and  normal  net  income.  Management 
made  the  difference,  and  in  any  true  evalua¬ 
tion  of  the  two  properties,  you  would  have  to 
take  into  account  the  superior  profit  ratio  of 
the  Ambassador  East  and  give  it  a  much 
higher  value. 

SUPPLY  AND  DEMAND-AND 
INGENUITY 

In  talking  about  the  law  of  supply  and 
demand,  instructors  in  property  manage¬ 
ment  (and  also  in  appraising)  are  accus¬ 
tomed  to  indicate  that  the  cost  of  creating 
goods,  once  the  goods  have  been  created,  has 
no  effect  on  the  selling  price.  They  will  ex¬ 
plain  that  if  you  went  out  in  the  desert  and 
built  a  big  fancy  hotel  that  cost  $5  million, 
it  would  have  virtually  no  value  because  no¬ 
body  would  want  to  live  there;  so  you  would 


have  to  write  it  off  to  obsolescence  the  day  it 
was  built.  On  the  management  side  they  tell 
us  that  if  the  projected  operating  costs  de¬ 
mand  that  you  get  $15  per  room  to  break 
even,  this  doesn’t  have  any  effect  on  what 
you  can  rent  the  rooms  for  because  nobody 
wants  them  anyway  and  the  chances  are  that 
nobody  will  pay  for  them. 

Now  probably  all  this  is  true,  but  suppose 
you  had  inspired  management  and  they 
talked  the  state  into  building  a  fine  highway 
to  your  hotel,  and  then  talked  the  federal 
government  into  an  irrigation  project  that 
delivered  water  so  that  you  could  build  a 
garden  and  a  golf  course,  and  then  suppose 
you  named  the  place  “Palm  Springs”  and 
rented  the  rooms  for  $30  a  day.  Would  man¬ 
agement  have  been  a  factor? 

FINALLY,  KEEP  THIS  IN  MIND 

( 1 )  Management  is  obviously  not  a  factor 
in  those  types  of  property  which  require  no 
management  or  a  negligible  amount  of  man¬ 
agement. 

(2)  Management  is  a  factor  of  cost  where- 
ever  management  is  necessary  to  the  opera¬ 
tion  of  the  real  estate. 

(3)  When  you  have  a  property  which  is 
so  sophisticated  that  it  is  actually  not  real 
estate  but  a  going  business,  then  manage¬ 
ment  does  affect  the  value  and  the  valuation 
of  that  property  and  affects  it  on  several 
counts:  the  physical  property— it  can  de¬ 
teriorate  it  or  improve  it;  the  psychological 
value  of  the  property,  because  it  affects  the 
public’s  estimation  of  the  property  as  a 
desirable  home  or  business  place  and  be¬ 
cause  it  affects  the  desirability  of  the  prop¬ 
erty  from  the  point  of  pride  of  ownership 
of  a  potential  purchaser;  the  net  income  and 
hence  the  value— poor  management  with  a 
poor  net  income  creates  a  big  discount  but 
superlative  management  with  a  high  net  in¬ 
come  adds  a  premium. 


As  well  as  briefly  reviewing  leasing  practices,  the  author  also  focuses 
a  spotlight  on  compensation  for  management  service.  Remuneration, 
he  states,  should  be  based  on  all  items  concerned  with  generating  gross 
income;  not  on  a  percentage  of  expenditures. 


FIXED-TERM  RENTALS  ARE  BEST 

bjy  Carl  A.  Mayer,  CPM 


A  STUDY  OF  our  management  records  per¬ 
taining  to  space  occupancy,  vacancy, 
changes,  and  reasons  therefore  between  1950 
and  the  late  i88o’s  has  reaffirmed  our  con¬ 
viction  that  the  best  interests  of  the  tenant, 
owner  and  managing  agent  are  served  by 
having  all  rental  space  leased  for  a  fixed 
term.  Where  this  is  not  possible,  a  written 
month-to-month  agreement  should  be  en¬ 
tered  into. 

The  negotiation  of  a  lease  covering  both 
original  and  renewal  occupancy  serves  many 
useful  purposes.  Some  of  these  will  be 
touched  upon  later. 

First,  it  serves  to  make  for  a  clearer  un¬ 
derstanding  between  all  concerned  as  to  the 
rights  and  obligations  of  each. 

Second,  in  seeking  and  reaching  an  agree¬ 
ment,  each  party  understands  the  thinking, 
objectives  and  general  policies  of  the  other, 
as  they  might  affect  the  present  and  might 
apply  to  the  future.  The  value  of  this  infor¬ 
mation  is  invaluable  to  those  managers  who 
endeavor  to  guide  their  property  along 
known  policy  lines  aimed  at  the  objectives 
set  by  management-guided  ownership. 

Third,  leases  of  limited  duration  force 
the  tenant  and  managing  agent  to  sit  down 
at  some  definite  time  prior  to  the  expiration 

Carl  Mayer  is  a  partner  in  Theodore  Mayer  & 
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date  and  freely  discuss  any  and  all  problems. 
This  enables  the  manager  to  determine 
many  things,  including  the  extent  of  future 
suitability  of  the  space’s  occupancy  with  re¬ 
spect  to  the  tenant’s  requirements  and  fi¬ 
nancial  ability.  It  is  not  uncommon  for 
month-to-month  tenants  to  continue  for 
years  with  never  a  discussion  between  the 
owner  and  agent  concerning  occupancy. 
Then  out  of  the  blue,  the  agent  receives  a 
thirty-day  notice  of  removal  from  a  good 
but  silent  tenant  whose  occupancy  was  taken 
for  granted. 

Fourth,  the  fixed  period  of  a  lease  gen¬ 
erally  precludes  unpaid  vacancy  occurring 
without  prior  notice  and  it  minimizes  ten¬ 
ancy  receptiveness  to  competitive  proposals, 
except  at  periods  close  to  lease  termination. 
If  during  the  lease  the  space  fails  to  meet 
the  tenant’s  requirements  because  it  has  be¬ 
come  too  large  or  small,  the  tenant  usually 
makes  this  promptly  known  to  the  managing 
agent,  who  thus  is  given  time  either  to  satisfy 
the  tenant  or  secure  a  replacement  at  the 
lease  termination  date,  or  earlier,  with  the 
lessee’s  consent. 

That  the  managing  agent  has  responsi¬ 
bilities  to  tenants  as  well  as  to  owners  is  well 
known.  It  is  our  conviction  that  “security 
of  occupancy’’  is  a  prime  responsibility  of 
management  to  tenants.  A  lease  guarantees 
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this  security  and  leases  should  not  be  denied 
only  for  the  reason  that  rents  might  increase. 

Wherever  jxissible,  leases  guaranteeing 
occupancy  should  be  granted.  The  use  of 
one  of  the  many  means  of  providing  for  in¬ 
creases  or  decreases  in  the  rental  rate  will 
serve  to  determine  the  rate  fairly  from  time 
to  time. 

If  leases  in  a  building  usually  run  for 
three  years,  one-third  of  the  leases  can  be 
made  to  expire  each  year.  The  advantages  to 
the  owner  of  the  staggered  leases  in  a  poor 
market  are  offset  by  the  disadvantages  in 
a  good  market.  However,  increases  made 
over  a  staggered  period  usually  preclude 
tenants  lx)nding  together  for  a  fight,  with 
mass  vacancy  as  a  weapon,  to  which  is  cou¬ 
pled  the  possible  mass  loss  of  good  will  and 
adverse  public  opinion. 

Leases  tend  to  guarantee  an  even  flow  of 
income  for  known  periods  and  thus  facilitate 
the  commitment  of  long-term  expenditures 
and  financing,  with  the  knowledge  that  the 
funds  will  be  available  and  also  a  more  ac¬ 
curate  prediction  of  the  property’s  net  re¬ 
turn. 

I  HE  BASIS  FOR  COMPENSATION 

We  believe  that  the  basis  for  all  manage¬ 
ment  compensation  should  be  parallel  to  the 
interests  of  the  owner.  The  owner’s  prime 
interest  is  in  the  creation  and  maintenance 
of  income.  Thus  it  logically  follows  that 
remuneration  for  management  services 
should  be  based  upon  all  items  concerned 
with  generating  gross  income,  one  being  a 
management  fee  on  gross  income  collected, 
and  the  second  the  standard  fee  for  leases 
and  lease  renewals. 

The  remuneration  received  from  manage¬ 
ment  and  leasing  fees  spurs  the  agent  to 
secure  for  the  owner  exactly  those  things 


that  he  needs  and  wants.  The  management 
fee  should  be  set  at  a  figure  that,  combined 
with  the  leasing  fees,  will  profitably  com¬ 
pensate  the  agent  for  all  the  multitudinous 
services  required  in  the  complete  manage¬ 
ment  of  each  particular  property  in  a  pro¬ 
fessional  manner. 

Compensation  based  upon  a  percentage  of 
expenditures,  when  plainly  shown  on  state¬ 
ments,  while  perfectly  fair,  is  contrary  to 
the  interest  of  the  owners,  in  that  the  higher 
the  expense  the  greater  is  the  fee.  I  am  well 
aware  that  no  managing  agent  worthy  of  the 
trust  the  owner  has  placed  in  him  would 
endeavor  to  see  how  much  he  could  spend 
in  order  to  increase  his  fee.  However,  to 
stress  the  point,  I  reiterate  that  fees  based 
upon  a  percentage  of  expenditures  by  their 
very  nature  are  opposed  to  the  owner’s  in¬ 
terest:  the  basis  for  all  management  com¬ 
pensation  should  parallel  his  interest. 

A  leasing  fee  permits  the  agent  to  hire 
full-time  rental  agents,  encourage  other 
salesmen  of  both  his  and  other  firms  to  lease 
for  a  fee  the  space  in  the  properties  he  man¬ 
ages,  regardless  of  whether  the  rental  market 
is  good,  bad  or  indifferent. 

Where  properties  do  not  lend  themselves 
to  charging  leasing  fees,  the  management  fee 
should  be  increased  to  the  point  where  it 
will  produce  annually  a  sum  comparable  to 
the  regular  management  fee  plus  a  sum 
equal  to  the  average  renewal  fee  for  one 
year.  This  permits  the  agent  to  pay  rental 
and  leasing  fees  as  though  he  were  separately 
compensated,  and  thus  assure  the  owner  and 
his  own  conscience  that  every  means  of 
securing  income  is  continuously  being  em¬ 
ployed.  By  charging  fees  based  upon  the 
generation  of  income  only,  the  owner  knows 
that  your  income  is  based  on  his  income  and 
only  in  the  proportion  agreed  upon. 


Casualty,  or  subsidence  damage  to  real  estate  is  a  widespread  problem 
in  the  drought  area.  In  this  article  the  author,  who  hails  froryi  Clayton, 
Missouri,  gives  specific  illustrations  showing  how  such  damage  is  fig¬ 
ured  as  evidence  for  a  proper  tax  deduction  claim. 

CASUALTY  DEDUCTIONS  FOR 
TAX  PURPOSES 


I  by  Howard  S.  Godwin^ 

Di  king  the  past  four  years  in  the  St.  Louis 
area  there  have  been  extended  droughts 
throughout  the  year  and  especially  during 
the  hot  summer  months.  In  our  clime,  where 
^  the  temperature  has  been  known  during 
I  this  period  to  stay  for  as  long  as  thirty  days 

I  at  too  degrees  or  over,  damage  to  real  estate 
has  resulted. 

Casualty  damage  is  considered  damage  to 
real  estate  through  an  “act  of  God,”  such  as 
I  an  earthquake,  a  tornado,  or  subsidence 
r  damage.  “Subsidence  damage”  is  a  term 
given  to  damage  of  real  estate  by  reason  of 
a  contraction  of  the  soil  underneath  the 
foundation  footings,  resulting  in  cracks 
throughout  the  entire  structure  or  part  of 
[  the  structure.  In  this  article  I  will  try  to 
show  how  subsidence  damage  can  be  taken 
into  account  for  proper  tax  deductions  by 
owners  and  property  managers. 

The  first  property  I  will  present  is  a  large 
multi-family  housing  development  contain- 
'  350  units  built  in  1939.  Improvements 

consist  of  43  buildings  housing  350  apart¬ 
ments.  They  are  3-story  brick  buildings  hav¬ 
ing  13-inch  concrete  and  brick  foundations, 
and  incorporating  three  floor  plans.  Inte- 
,  riors  of  the  apartments  have  plastered  walls 
and  ceilings,  hardwood  floors,  slab  birch 


CPM 

doors,  ceramic  tile  around  the  bath  tub, 
colored  fixtures,  steel  windows,  metal  win¬ 
dow  sills,  garbage  disposal,  incinerator,  cir¬ 
culating  steam  heat  supplied  from  a  central 
point  by  an  oil-fired  furnace.  The  super¬ 
structure  is  of  steel  beams  and  columns,  2  by 
8  floor  joists  16  inches  on  center,  and  stud 
partitions.  Each  unit  is  separated  by  a  brick 
fire  wall.  Each  building  group  has  only 
enough  basement  space  to  provide  for  utili¬ 
ties  and  laundry  space. 

The  reproduction  cost  new  today  is  about 
million.  In  any  subsidence  damage  ap¬ 
praisal  all  three  approaches— reproduction 
cost,  comparison,  and  capitalization— should 
be  employed.  In  this  particular  case  we  ac¬ 
tually  used  all  three  approaches.  However, 
for  purposes  of  this  article,  I  will  discuss 
only  parts  of  two  of  these  approaches. 

Up  until  the  middle  of  1953  these  apart¬ 
ments  were  in  good  condition  and  had 
not  experienced  any  settling  or  wall  crack¬ 
ing.  After  the  middle  of  1953  the  cracks 
in  the  foundation  and  the  exterior  walls  be¬ 
came  numerous.  The  exterior  brick  work 
was  tuckpointed  where  severe  cracks  had 
opened.  This  condition  continued  to  exist 
until  the  middle  of  1954  when  the  owners 
took  definite  action  to  correct  the  damage. 
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The  damage  was  extensive  in  these  build¬ 
ings  and  worked  a  hardship  on  the  tenants, 
who  were  called  upon  to  keep  their  apart¬ 
ments  in  an  attractive  condition.  In  my 
opinion,  the  cost  of  repairs  would  result  in  a 
loss  on  this  property. 

Serious  active  settlement  was  observed 
throughout  the  exterior  walls  and  also  be¬ 
low  the  interior  supporting  steel  columns 
and  concrete  foundations.  Evidence  of  set¬ 
tlement  is  reflected  through  interior  plaster 
cracks  and  fractures  in  the  foundation,  and 
these  have  been  found  in  all  of  the  apart¬ 
ment  buildings.  This  failure  is  attributed  to 
insufficient  bearing  surface  of  the  subsoil  di¬ 
rectly  below  the  footing  elevation  of  the 
building,  and,  in  fact,  in  one  case  when  ex¬ 
cavation  below  the  footing  was  made  to  in¬ 
stall  a  pier  beneath  the  footing,  it  was  found 
that  the  footing  had  cracked  along  with  the 
foundation  wall  and  had  separated  as  much 
as  three-quarters  of  an  inch. 

HANDLING  THE  DAMAGE.  TAX-WISE 

Such  damage,  once  discovered,  can  be 
handled  with  the  tax  agents  in  two  ways. 
First,  the  manager  or  owner  can  make  the 
necessary  repairs  and  deduct  that  cost  in  that 
particular  year  from  his  income  tax;  or  the 
owner  or  manager  may  get  what  is  called  a 
“before  and  after”  appraisal  setting  forth 
the  value  of  the  property  after  the  damage— 
the  difference  being  the  amount  of  damage 
to  the  property. 

Again,  I  want  to  point  out  that  this  sub¬ 
sidence  damage  is  made  up  of  three  factors; 
the  cost  to  repair,  the  resulting  redecorating 
cost,  plus  the  subsequent  remaining  influ¬ 
ences  after  repairs  are  made. 

In  this  particular  case  the  owner  used  our 
“before  and  after”  appraisal  and  was  able  to 
amend  his  tax  return  for  the  year  the  dam¬ 
age  occurred.  The  amount  of  the  damage 
cannot  be  spread  over  a  period  of  years,  but 


must  be  taken  in  the  year  that  it  occurs. 
Alert  owners  and  managers  can,  therefore, 
deduct  the  amount  of  the  damage  from  their 
income  tax. 

When  we  talk  about  “before  and  after 
value”  we  are  referring  to  “market  value,” 
which  is  defined  as  “the  highest  price  esti¬ 
mated  in  terms  of  money  which  a  property 
will  bring  if  exposed  for  sale  in  the  open 
market,  allowing  a  reasonable  time  to  find  a 
purchaser  who  buys  with  knowledge  of  all 
the  uses  to  which  it  is  adapted  and  for  which 
it  is  capable  of  being  used.” 

To  return  once  again  to  the  reproduction 
cost,  new,  of  approximately  $3,511,300: 
less  27.6  per  cent  physical  depreciation  of 
$969,118  results  in  a  depreciated  value  of 
$2,542,182. 

3.344*096  cu.  ft.  @  $1.05  =  $3,511,300.00 

Less  physical  depreciation  =  969,118.00 

$2,542,182.00 

Less  casualty  damage  including 
amount  necessary  to  repair  =  157,000.00 

$2,385,182.00 

In  this  case,  since  the  property  was  an 
income-producing  one,  the  capitalization 
approach  was  the  one  that  actually  deter¬ 
mined  the  value.  Rents  were  stabilized  and 
a  value  arrived  at  for  the  years  1953  and 
1955.  The  difference  between  these  two 
capitalized  values  was  the  casualty  damage 
or  subsidence  damage  suffered  by  the 
property. 

Rents  in  three  other  comparable  apart¬ 
ment  projects  nearby  were  greater  than  the 
rents  in  the  subject  property  by  as  much  as 
20.5  per  cent  to  36.7  per  cent.  The  rent  per 
room  in  the  subject  property  was  $14.50  to 
$17,  and  in  the  others  it  ranged  from  $19.50 
to  $24.50.  These  three  comparables  were  all 
built  within  the  last  6  years  and  enjoy  about 
90  per  cent  occupancy  as  compared  with  100 
per  cent  for  the  subject  property. 


Casualty  Deductions  for  Tax  Purposes 


27 


It  would  appear  from  our  appraisals  that 
properties  suffering  trom  casualty  damage 
by  reason  of  subsidence  have  all  been  heavy 
structures  of  13-  or  18-inch  brick  walls  with 
either  a  stone  or  poured  concrete  founda¬ 
tion.  It  also  seems  that  properties  built  prior 
to  the  war  are  especially  susceptible  to  this 
damage,  and  are  nearly  always  two-  or  three- 
story  buildings  with  slate  or  tile  roof. 

I  think  it  is  reasonable  to  conclude  that 
if  the  subject  property  had  been  able  to 
command  rents  on  a  par  or  about  equal  to 
those  of  comparable  apartment  projects, 
then  the  damage  to  the  property  by  reason 
of  this  subsidence  would  have  been  greater 
than  the  $157,000  casualty  damage  allowed. 

ANOTHER  CASE  IN  POINT 

While  the  market  data  approach  is  prob¬ 
ably  the  best  of  the  three  approaches  to 
estimate  value  on  single-family  residences, 
it  is  necessary  to  also  rely  on  the  reproduc¬ 
tion  cost  approach  in  casualty  damage  ap¬ 
praisals,  as  this  gives  the  government  tax 
men  something  they  can  “get  their  teeth 


into,”  using  figures.  Always  ask  yourself  the 
question,  “What  would  I  pay  for  this  dam¬ 
aged  property?”  Or  more  to  the  point,  “How 
much  should  I  deduct  from  the  price  to  al¬ 
low  for  the  risk  I  am  taking  that  this  crack¬ 
ing  up  condition  will  continue  and  damage 
the  property  even  more?” 

To  put  the  answers  to  these  questions  on 
paper  in  a  way  that  will  prove  to  a  govern¬ 
ment  agent  that  your  thinking  is  correct  is, 
at  best,  a  difficult  task;  so  the  reproduction 
cost  approach  is  the  best  of  the  three  ap¬ 
proaches  to  lean  on.  The  reproduction  cost 
analysis  below  sets  forth  the  steps  in  arriv¬ 
ing  at  a  market  value  before  the  damage  oc¬ 
curred  and  a  market  value  after  the  damage 
occurred.  In  this  case  the  government  tax 
agent  called  and  made  numerous  inquiries 
about  our  appraisal  and  opinions  of  this 
particular  property,  and  as  far  as  I  know  he 
allowed  the  claim,  based  on  our  appraisal, 
made  on  the  owner’s  income  tax  return. 

The  property  is  a  2-story  brick  residence 
having  a  value  in  our  appraisal  of  $36,122. 
This  house  is  in  an  excellent  residential 


THE  REPRODUCTION  COST  ANALYSIS  APPLIED  TO  CASE  NO.  2 

Residence:  35,699  cubic  feet  @  $1.02 . $36,412.00 

Garage  with  maid’s  room  over:  414  sq.  ft.  @  $13 .  5,382.00 

Two-story  porch  (2nd  floor  enclosed)  126  sq.  ft.  @  $13 .  1,890.00 

Driveway  and  turntable:  1,131  sq.  ft.  @  35^ .  376.00 

$44,060.00 

Less  18  years’  physical  depreciation  @  2%  =  30.5 .  13,438.00 

$30,622.00 

Plus  land  value  and  lot  improvements .  5,500.00 

Fair  market  value  as  of  March  28,  1954 . $36,122.00 

Less  casualty  damage  which  includes  amount  necessary  to 

repair  damage . $5,106.00 

Less  physical  depreciation  for  1  year  2%  of  $36,122  the 

value  of  improvements  before  subsidence  damage .  612.00 

$5,718.00  $  5,718.00 
$30,404.00 
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neighborhood  and  had  definite  evidence  of. 
subsidence,  as  shown  by  cracks  in  the  ex¬ 
terior  masonry  walls.  On  the  interior  of  the 
house  vertical  cracks  had  separated  as  much 
as  i/^-inch,  plus  numerous  hairline  cracks. 

This  property  was  built  in  1936  and 
valued  as  of  March,  1954  and  March  28, 
1955,  the  difference  being  actual  casualty 
loss  due  to  subsidence.  The  interior  of  the 
house  was  redecorated  in  the  spring  of  1954 
and  since  that  time  cracks  have  occurred  in 
the  walls  and  ceilings  of  rooms  adjoining  the 
garage.  These  cracks  have  widened  to  the 
point  of  indicating  severe  settlement  in 
the  garage  wing  of  the  house. 

In  our  appraisal  we  stated  that  it  would 
be  necessary  to  reduce  the  price  by  reason  of 
this  damage,  in  order  to  attract  a  buyer.  In 
our  opinion,  the  cost  of  repairs,  including 
resulting  redecorating,  plus  the  effect  of  sub¬ 
sequent  remaining  influences  after  repairs 
are  made,  would  result  in  a  loss  of  about 
55,106. 


Here  again,  serious  active  settlement  had 
occurred  in  the  building.  The  condition  of 
the  house  was  observed  by  an  expert  on  sta¬ 
bilization  work  of  this  kind,  who  stated  that 
“serious  active  settlement  was  observed  in 
the  garage  area  of  this  building.  Our  acqui¬ 
sitions  are  based  on  evidence  of  settlement, 
which  is  reflecting  through  fractures  in  the 
exterior  brick  work  and  foundation.  We 
contribute  this  failure  to  insufficient  bear¬ 
ing  resistance  of  the  subsoil  directly  below 
the  footing  elevation  of  the  building.” 

The  house  has  8  rooms,  two  full  bath¬ 
rooms,  and  two  lavatories,  full  basement, 
18-inch  rubble  stone  foundation  and  an  at¬ 
tached  2-car  garage  with  a  maid’s  room  over 
it.  The  roof  is  slate.  Comparable  sales  in  the 
area  developed  a  reasonable  sale  price  ol 
$39,100. 

A  proper  appraisal  can  provide  the  neces¬ 
sary  evidence  to  the  Bureau  of  Internal  Rev¬ 
enue  that  damage  exists  or  had  existed,  thus 
allowing  a  proper  tax  claim. 


This  is  a  valuable  2-part  discussion  covering,  first,  the  background 
and  technique  of  carrying  out  a  campaign  to  secure  tenants  for  a 
shopping  center;  and,  second,  what  can  be  expected  in  making  deals 
for  space  in  a  center  under  conditions  that  apply  today. 


PROBLEMS  OF  TENANT  SELECTION  AND 
RENTAL  DETERMINATION  IN 


SHOPPING  CENTERS 

by  A.  L.  Alcorn,  CPM 

In  DEVELOPING  a  shopping  center,  there  are 
certain  basic  decisions  that  have  to  be  made 
even  before  preliminary  planning  can  start. 
First  is  the  size  of  the  center.  Usually  there 
is  a  physical  limitation  that  dictates  the 
size.  Ownership  starts  planning  the  use  of 
a  piece  of  land  with  a  thousand  feet  of 
highway  frontage,  or  a  piece  of  land  12 
acres  in  size,  35  acres,  or  80  acres  as  the 
case  may  be;  but  even  if  there  was  no 
limitation  to  the  size,  as  in  one  case  of  the 
operative  builder  developing  thousands  of 
acres,  prudence  and  good  planning  would 
still  dictate  a  size  limitation  based  upon 
the  anticipated  trading  area. 

Funds  available  for  planning,  prelimi¬ 
nary  site  work  and  promotion  would  also 
he  a  determining  factor  of  size,  and  finally, 
but  not  the  least  important,  is  the  financing 
that  can  be  obtained  in  the  money  market. 
Wdien  financing  is  easy,  the  promoter  will 
tend  to  build  to  the  limit  of  the  physical 
capacity  of  the  land,  rather  than  to  build 
in  stages. 


A.  L.  Alcorn  is  vice  president  of  the  Chicago 
firm  of  Draper  and  Kramer,  Inc. 


I'he  second  item  to  be  determined  in 
preliminary  planning  deals  with  the  basic 
components  of  the  shopping  center.  Is  this 
to  be  a  center  without  department  stores, 
or  will  it  have  one,  two,  or  more?  Will  there 
be  one  or  two  variety  stores?  Will  there  be 
one  or  two  food  marts?  Will  the  so-called 
non-necessary  lines  be  included  in  the  plan¬ 
ning?  (These  would  include  a  bank,  gas 
station,  service  stores,  a  nursery,  and  the 
like.)  This  kind  of  determination  must  be 
made  even  before  a  preliminary  sketch  can 
be  turned  out,  and  certainly  at  this  stage 
of  the  game,  some  exploratory  talks  should 
take  place  with  department  store  prospects, 
if  such  tenants  are  to  be  a  part  of  the  center. 

As  interest  is  developed  on  the  part  of 
the  department  store  prospects,  sketches 
can  be  made  of  their  anticipated  require¬ 
ments,  and  full-scale  negotiations  started 
to  anchor  this  type  of  tenancy.  At  as  early 
a  time  as  possible,  there  should  be  an  ex¬ 
change  of  letters  so  that  planning  can  get 
off  the  ground  with  this  key  tenant  or  these 
key  tenants  fairly  well  anchored  in  the 
space. 

Thirdly,  the  size  of  space  of  each  major 
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tenant  should  be  determined.  While  the 
desires  of  each  major  tenant  are  the  govern¬ 
ing  factors  here,  still,  ownership  and  man¬ 
agement  can  exert  a  very  strong  influence 
on  the  situation;  even  though  interest  of 
ownership  might  run  counter  to  the 
interest  of  the  tenant  and  even  though 
ownership  wants  the  tenant  very  much. 
Ownership  can  exert  this  influence  by  pric¬ 
ing,  making  commitments  limiting  the  size 
of  adjoining  space,  predetermining  the  size 
of  stores  at  different  locations  in  the  area. 

From  the  standpoint  of  most  profitable 
use  of  sjxice,  ownership  should  give  serious 
consideration  to  this  third  factor  in  plan¬ 
ning. 

You  will  not  generate  high  rent  per 
square  foot  from  department  stores,  variety 
stores  and  food  marts;  and,  while  all  of 
these  people  are  constantly  trying  to  obtain 
larger  stores,  the  results  of  such  larger-scale 
operations  are  not  necessarily  reflected  in 
dollars  in  the  owner’s  pocket. 

Obviously,  the  points  mentioned  here 
are  merely  a  brief  resume  of  some  of  the 
major  details  to  be  considered  in  the  initial 
stages  of  development.  It  is  well  to  remem¬ 
ber  that  thorough  advance  planning  can 
minimize  problems  and  unnecessary  costs 
which  might  ordinarily  occur  later. 

GETTING  READY  FOR  RENTING 

After  these  basic  decisions  have  been 
made  and  preliminary  plans  drawn,  the  job 
of  renting  and  tenant  selection  begins  in 
earnest.  In  order  to  cover  the  market  and 
get  the  center  properly  exposed,  there  are 
many  things  which  should  be  done.  To 
enumerate  a  few  of  the  most  common: 

(1)  The  Economic  Survey.  While  owner¬ 
ship  and  management  might  feel  that  the 
location  is  good,  nevertheless  a  research  of 
the  current  market  potential  is  a  “must”  in 
order  to  have  the  proper  tool  with  which 


to  present  the  center  to  prospective  tenants. 
The  number  of  persons  living  within  the 
trading  area,  the  number  of  families,  pur¬ 
chasing  power,  the  competition,  the  direc¬ 
tion  of  population  growth— all  of  these  are 
important  to  the  prospective  tenant. 

(2)  The  development  of  brochures,  plot 
plans,  renting  plans  and  the  like  are  im¬ 
portant  to  show  to  prospective  tenants.  The 
actual  physical  layout,  the  exact  location 
of  key  tenants,  the  location  of  parking,  the 
access  to  the  shops,  and  the  other  various 
features  of  the  center  should  be  covered  in 
detail.  We  develop  brochures  sometimes  in 
color,  sometimes  in  black  and  white.  We 
make  these  up  by  the  thousands,  and  have 
them  readily  available. 

(3)  The  building  of  models,  artist’s 
drawings  of  the  completed  center,  perspec¬ 
tive  drawings  and  pictures  are  also  valu¬ 
able.  Some  of  these  can  be  very  costly;  but 
if  the  center  is  of  a  considerable  size,  will  be 
worth  it.  We  build  models  and  take  pic¬ 
tures  of  them  to  have  available  when  we 
need  them. 

(4)  News  letters  to  applicants,  prospects, 
influential  neighbors,  political  office  holders 
and  the  like  are  good  media  for  disseminat¬ 
ing  information  rapidly  to  many  people 
and  to  influence  them  to  think  favorably  of 
the  development. 

(5)  Press  releases  on  construction,  leas¬ 
ing  and  financing  uncover  many  prospects 
who  would  otherwise  be  very  difficult  to 
obtain;  and,  best  of  all,  if  the  items  are 
timely  and  newsworthy,  wide  coverage  is 
obtained  at  very  little  cost. 

(6)  Direct  mail,  broadside  to  a  large  list, 
is  an  approach  not  too  selective  but  rela¬ 
tively  inexpensive,  and  it  is  productive  of 
results  in  some  instances. 

(7)  Personal  letters  are  a  good  device 
to  use  when  an  initial  personal  contact  is 
difficult  to  make.  Personal  letters  should 


be  geared  to  arouse  interest,  by  giving  a 
limited  amount  of  information  about  the 
center  and  pointing  out  reasons  why  the 
center  is  particularly  well  suited  to  the  sub¬ 
ject  tenant.  They  will  often  open  the  door 
for  a  productive  personal  interview.  A  per¬ 
sonal  letter  also  is  frequently  used  and  is 
valuable  in  giving  a  summary  of  selling 
points  which  may  have  been  presented  in  a 
personal  interview,  and  is  of  aid  in  keeping 
a  prospect  active  and  alive  between  calls, 
especially  when  many  calls  are  necessary  to 
close  a  deal. 

(8)  Personal  contact,  either  with  the 
prospect  or  by  an  appointment  in  your 
office,  is  finally  necessary  in  order  to  sell 
the  project  to  the  prospect.  No  matter  how 
skillfully  the  development  is  written  up  or 
pictured,  nothing  quite  takes  the  place  of 
the  enthusiasm  of  the  realtor  in  his  presen¬ 
tation.  This  enthusiasm  can  be  contagious 
and  will  sell  and  keep  the  prospect  sold  as 


Lake  Meadows  in  Chicago  is  typical  of  the 
modern  day  shopping  center.  This  center  is  a 
part  of  the  New  York  Life  Insurance  Com¬ 
pany’s  loo-acre  redevelopment  area  near  the 
lakefront  on  the  City’s  South  side. 

nothing  else  can.  No  amount  of  phoning 
or  writing  or  advertising  will  ever  take  the 
place  of  aggressive,  factual,  descriptive  and 
enthusiastic  personal  selling  and  negotiat¬ 
ing. 

(9)  Broker  cooperation.  We  always  wel¬ 
come  the  cooperation  of  brokers  who  repre¬ 
sent  prospective  tenants  with  whom  we 
would  like  to  make  a  deal.  As  far  as  pos¬ 
sible,  when  we  know  that  a  particular 
broker  represents  a  particular  tenant,  we  go 
to  the  broker  directly  and  give  him  all  the 
facts  and  figures  so  that  he  can  do  the  sell¬ 
ing  job  for  us.  When  he  represents  the 
tenant  exclusively,  he  gets  to  know  the 
needs  and  desires  of  the  particular  tenant 
better  than  we  can  ever  know  them,  and  his 
aid  is  invaluable  in  the  closing  of  deals.  We 
follow  the  policy  of  giving  the  cooperating 
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broker  absolutely  all  the  information  about 
every  phase  of  the  development,  so  that  he 
is  well  equipped  with  facts  and  figures  in 
order  to  make  a  proper  presentation  to  his 
client.  Actually,  in  many  instances,  we  have 
found  that  the  broker  became  so  enthusi¬ 
astic  that  he  wants  to  beat  the  bushes  for 
more  prospects,  but  we  try  to  limit  his 
activities  to  the  representing  of  his  own 
clients. 

(10)  Advertising  in  trade  publications, 
local  newspapers  and  metropolitan  dailys 
has  its  place  in  the  selling  of  the  center, 
when  the  need  is  indicated.  There  has  been 
relatively  little  national  advertising  done 
in  the  promotion  of  shopping  centers,  but 
the  trend  seems  to  be  toward  more  of  it  in 
the  future. 

(11)  A  prospect  list  should  include  local 
chains,  national  chains,  individuals  who 
propose  to  expand  into  a  chain  operation 
and  individuals  who  do  not  propose  to  ex¬ 
pand  their  operations,  but  who  are  simply 
l<x)king  for  new  and  better  locations.  Un¬ 
less  within  the  management’s  organization 
office  a  currently  correct  list  is  kept  up, 
such  a  list  should  be  developed  immedi¬ 
ately.  Valuable  aids  are  the  “Chain  Store 
Directory”  published  by  the  National  Insti¬ 
tute  of  Real  Estate  Brokers,  The  Chain 
Store  Age,  neighborhood  occupancy  plats, 
the  telephone  Red  Book,  and  similar  pub¬ 
lications.  Good  leads  can  be  picked  up  from 
newspaper  articles,  and  we  have  also  found 
it  of  benefit  to  contact  various  manu¬ 
facturers  because  from  their  contact  with 
retail  accounts  they  frequently  have  in¬ 
formation  bearing  on  the  plans  of  their 
customers,  and  are  usually  willing  to  give 
the  names  of  people  who  are  interested  in 
securing  new  locations.  In  our  office  we 
usually  keep  a  list  of  individuals  who  are 
looking  for  new  locations,  and  find  on  oc¬ 
casion  that  a  deal  can  be  developed  with  a 


tenant  even  though  he  might  have  made  an 
inquiry  many  months  or  years  age. 

MAKING  SHOPPING  CENTER 
RENTAL  DEALS  TODAY 

Now,  when  you  get  ready  to  make  actual 
deals,  and  are  in  that  most  fortunate  p)osi- 
tion  of  having  several  competing  merchants 
bidding  for  the  same  space,  what  are  the 
criteria  used  to  make  the  actual  selection? 

The  first  reaction,  I  suppose,  is  to  take 
the  one  who  offers  the  most  money  for  the 
space.  Since  the  desirability  of  all  tenants 
is  not  equal,  you  immediately  run  into  a 
problem.  You  cannot  make  the  determina¬ 
tion  solely  on  the  basis  of  minimum  guar¬ 
antees  because  one  tenant  may  have  a  far 
greater  potential  as  an  eventual  better 
revenue  producer  based  on  the  percentage 
rent  provision.  One  tenant  may  far  over¬ 
shadow  the  other  on  the  basis  of  financial 
responsibility. 

Sometimes  it  becomes  necessary  to  forego 
higher  rents  in  order  to  obtain  financially 
sound  tenants,  because  of  mortgage  financ¬ 
ing  considerations.  It  is  certain  that  the 
mortgagee  likes  the  name  of  the  strong  na¬ 
tional  chains  on  leases,  in  preference  to 
unknown  individuals.  A  Kresge  deal  at 
$1.50  per  square  foot  and  5  per  cent  may  be 
more  advantageous  to  the  project  than  a 
deal  with  Joe  Schlog  Variety,  Ltd.,  at  $2.50 
against  7  per  cent.  A  Lerner  deal  at  $2  with 
4  per  cent  may  benefit  the  center  more  than 
Mary’s  Little  Known  Frocks  at  $3  against 
6  per  cent.  Lerner  might  easily  generate 
$100  per  square  foot  in  sales,  for  a  total 
rent  of  $4,  w'hile  Mary’s  might  not  do  a 
volume  which  would  generate  any  excess 
rent  at  all. 

With  these  many  variables,  there  ob¬ 
viously  is  no  set  rule  which  can  be  applied 
in  every  case.  Each  situation  must  be 
evaluated  in  the  light  of  all  facts.  Minimum 
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rent,  percentage  rent,  amount  of  invest¬ 
ment  required  for  the  different  applicants, 
length  of  lease,  financial  strength  of  each 
potential  sales  volume  based  on  comparable 
operations— all  of  these  must  be  considered. 

WHAT  ABOUT  RATES? 

The  ideal,  of  course,  is  to  obtain  mini¬ 
mum  rental  guarantees  sufficient  to  pay  all 
costs  and  return  a  profit.  This  is  not  in 
every  case  so  easy  to  do.  The  average  center 
could  be  considered  successful  if  sufficient 
minimum  guarantees  were  obtained  to  pay 
fixed  costs,  with  the  profit  coming  from 
excess  rents.  Actually,  many  are  in  opera¬ 
tion  where  minimum  rents  do  not  even  pay 
fixed  costs,  but  they  are  successful  never¬ 
theless  because  excess  rents  are  sufficient 
to  make  up  the  deficit  in  fixed  costs  and 
return  a  profit  to  the  owners. 

As  to  minimum  guarantees  generally,  the 
trend  is  toward  higher  amounts.  As  the 
costs  of  land  and  construction  have  in¬ 
creased,  it  has  become  necessary  to  increase 
rentals;  and  with  the  demand  continuing 
strong,  it  has  been  possible  to  obtain  rents 
above  the  general  level  of  two  or  three 
years  ago. 

As  to  percentages,  the  same  general  trend 
is  in  existence  as  has  been  evidenced  in  all 
areas,  and  that  is  downward.  As  merchants 
have  increased  their  sales  per  square  foot 
of  space,  they  have  insisted  upon  and  have 
obtained  percentage  reductions.  Such  re¬ 
ductions  have  not  necessarily  resulted  in 
lower  total  rent,  but  rather  have  tended  to 
stabilize  rents  at  their  economic  level. 

DEPARTMENT  STORES 

These  deals  are  a  “must”  in  the  large 
center;  and  unless  they  are  made  first,  the 
operator  is  in  for  a  tough  time.  If  the  center 
is  designed  for  two  department  stores,  they 
should  both  be  committed  as  to  location 


and  store  size,  and  as  to  terms,  before  the 
development  gets  under  way. 

Most  department  store  deals  are  of  the 
loss-leader  type.  They  don’t  have  to  pay 
high  square  foot  rental,  nor  can  they  afford 
to  pay  high  percentage  rentals;  so  the  owner 
just  can’t  expect  to  obtain  great  returns 
from  this  part  of  his  shopping  center.  They 
develop  the  traffic,  however,  from  which 
the  center  flourishes,  and  are  most  neces¬ 
sary  as  a  part  of  any  dominant  center. 

FOOD  STORES 

The  minimum  received  and  the  per  cent 
are  probably  the  lowest  for  food  stores  then 
for  any  type  of  merchandising.  It  is  the  very 
rare  food  mart  that  will  generate  up  to  $300 
per  square  foot;  a  very  good  average  is 
probably  nearer  $150.  At  one  per  cent, 
you  can  see  that  the  rent  would  be  at  a 
rate  of  $1.50  per  square  foot,  certainly  not 
too  attractive  a  return  on  current  costs  of 
shopping  centers,  including  costs  of  parking 
facilities,  air  conditioning  and  the  like. 

Probably  the  reason  for  these  low  rents  is 
that  food  stores  do  not  necessarily  develop 
higher  volumes  in  shopping  centers  than  in 
their  own  individual  developments. 

The  marketing  of  food  in  high  volume 
has  in  most  metropolitan  areas  reached  a 
fairly  high  degree  of  development.  The 
many  national  and  local  chains  have 
blanketed  the  market  with  large  super¬ 
markets  with  good  parking  facilities.  Thus, 
the  food  buying  habits  of  the  shopper  have 
been  fairly  well  established.  In  order  to 
compete,  the  shopping  center  developer 
may  well  have  to  come  up  with  additional 
gimmicks. 

MEN’S  WEAR 

Some  years  ago,  the  operators  of  this  type 
of  business  held  back  in  making  commit¬ 
ments  to  lease  space  in  shopping  centers.  It 
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was  thought  that  the  shopping  center 
would  attract  only  women  shoppers.  It  was 
soon  discovered,  however,  that  men’s  wear 
was  a  “natural”  for  shopping  centers.  It  is  a 
well-known  fact  that  women  buy  a  large 
percentage  of  men’s  furnishings,  probably 
70  per  cent  or  more.  While  a  woman  can’t 
buy  a  man’s  suit,  her  presence  is  desired  by 
a  great  number  of  men  shoppers  while  the 
purchase  is  being  made;  or  perhaps  it  is  the 
other  way  around— it  is  the  “little  woman” 
who  insists  on  helping  the  head  of  the 
family  make  the  selection  of  a  coat  or  suit. 

In  leasing  one  of  our  most  recent  shop¬ 
ping  centers,  we  had  more  calls  for  men’s 
clothing  and  furnishing  stores  than  for 
nearly  any  other  business  category.  In  the 
light  of  this  demand,  satisfactory  rental 
deals  are  usually  made. 

WOMEN’S  WEAR 

These  should  be  the  easiest  deals  to  de¬ 
velop,  but  unfortunately  they  seem  to  be 
difficult.  The  demand  by  landlords  for  the 
best  operators  have  forced  rentals  down  to 
a  point  where  it  is  difficult  to  develop  an 
altogether  satisfactory  deal. 

While  percentage  rents  generally  are  de¬ 
clining,  nowhere  is  this  factor  more  ap¬ 
parent  than  in  this  line.  Where  a  7  per  cent 
deal  was  usual  ten  to  15  years  ago,  this 
figure  is  impossible  to  obtain  today.  The 
usual  deal  offered  today  is  4  per  cent,  and 
3  per  cent  is  not  unusual.  Then,  also,  these 
operators  are  more  and  more  demanding 
exclusives,  even  in  centers  of  great  size.  The 
granting  of  such  exclusive  effectively  pre¬ 
vents  comparative  shopping  by  customers 
and  reduces  the  effectiveness  of  the  center 
as  a  whole. 

Considering  the  high  cost  of  the  special 
front  that  is  required  for  this  kind  of  unit, 
and  with  the  special  interior  construction 
needed,  that  which  was  once  the  most 


profitable  part  of  the  landlord’s  portfolio 
bids  well  to  becoming  just  another  neces¬ 
sary  leader,  like  the  department  store  or 
food  store. 

SHOE  STORES 

Generally  this  type  of  business  has  been 
most  successful,  both  from  the  standpoint 
of  the  landlord  and  the  tenant.  It  is  a  bright 
spot  in  the  shopping  center  development. 
While  most  lines  are  down  as  to  percentage 
rent,  shoe  stores,  if  anything,  are  holding 
steady  or  tending  to  advance.  The  usual 
deal  is  5  per  cent,  but  5!/^  per  cent  or  6  per 
cent  is  obtainable  under  proper  circum¬ 
stances.  Volume  of  sales  is  excellent  as  a 
rule.  This  business  seems  very  definitely  to 
generate  higher  volume  per  square  foot  in 
shopping  centers  than  in  established  out¬ 
lying  shopping  districts. 

These  remarks  apply  to  family  stores  and 
women’s  shoes,  and  not  to  the  men’s 
specialty  stores. 

DRUG  STORES 

Well-located,  large,  self-service  drug 
stores  are  typically  very  successful  in  shop¬ 
ping  centers.  Volumes  are  high,  but  mini¬ 
mum  and  percentage  rent  figures  are  low. 
Total  rent  generated,  however,  in  the  best 
centers,  is  attractive. 

The  factor  of  location  within  the  center 
seems  to  be  very  important,  just  as  it  is 
in  existing  shopping  districts.  Full-volume 
potential  is  just  not  developed  unless  the 
store  has  been  given  dominant  location 
within  the  center. 

VARIETY  AND  SERVICE  STORES 

The  variety  store  is  showing  good  in¬ 
creases  in  volume  in  shopping  centers.  As  a 
result,  reasonably  satisfactory  deals  can  be 
developed  now.  In  the  past,  however,  no 
minimum  deals  were  more  common  than 
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exceptional,  and  frequently  percentages 
were  reduced  below  a  point  of  fair  return 
on  expected  volumes.  In  the  large  regional 
center,  built  at  high  cost  and  commanding 
high  rent,  it  is  difficult  to  take  care  of  serv¬ 
ice  stores,  and  yet  a  certain  number  of 
them  are  necessary  to  balance  the  center. 
To  solve  this  problem,  some  operators  have 
developed  the  basement  arcade,  as,  for  ex¬ 
ample,  at  Evergreen  Park  in  Chicago. 
Others  have  developed  second-floor  areas, 
as  at  Cross  County  in  Yonkers,  N.  Y.  This 
type  of  approach  seems  to  solve  the  prob¬ 
lem  of  rent,  and  as  far  as  the  tenant  is  con¬ 
cerned,  he  gets  representation  and  seems  to 
do  satisfactory  volume;  and  the  owner  of 
the  center  obtains  the  service  facilities 
necessary  to  give  shoppers  a  complete  range 
of  goods  and  services. 

RESTAURANTS 

1  his  business  is  becoming  increasingly 
important  in  successtul  shopping  centers 
generally.  It  has  been  found  that  the  busi¬ 
ness  generated  by  the  employees  themselves 
within  the  center  is  very  substantial,  so 
with  the  added  volume  of  customers  at 
morning,  noon  and  evening,  it  seems  as 
though  no  shopping  center  has  provided 
too  much  in  the  way  of  restaurant  facilities. 
From  present  experience,  it  appears  that 
two  restaurants  in  any  center  of  consider¬ 
able  size  are  needed,  and  for  the  very  large 
regional  centers,  three  or  even  four  can  be 
operated  successfully.  From  the  standpoint 
of  the  owner,  rents  generated  are  usually 
very  satisfactory,  and  compare  favorably 
with  those  of  the  best  merchandise  estab¬ 
lishments. 


FURNITURE 

There  have  been  few  operations  of  this 
type  in  shopping  centers.  Usually  they  are 
conspicuous  by  their  absence.  There  is  only 
one  reason  for  this  situation;  namely,  it 
apparently  has  been  difficult  to  develop 
space  for  this  type  of  merchandise  at  a 
rent  which  can  be  afforded. 

With  typical  sales  of  $20  or  $25  per 
square  foot,  and  with  competitive  make-ups 
limiting  per-cent  rent  to  3  or  4  per  cent, 
it  is  obviously  difficult  to  make  these  deals. 
If  the  operator  of  a  center  makes  close  deals 
with  the  department  stores,  the  food  marts, 
with  the  dress  shops  and  with  the  drug 
stores  and  variety  stores,  he  is  not  in  a  mood 
to  subsidize  furniture  as  well.  The  furni¬ 
ture  store  will  not  generate  the  traffic  that 
the  others  will,  so  therefore  is  not  a  re¬ 
quired  deal,  as  far  as  most  owners  are  con¬ 
cerned. 

It  is  our  feeling,  however,  that  good 
furniture  representation  is  important,  and 
therefore  careful  consideration  should  be 
given  to  these  deals.  Our  planning  includes 
substantial  basement  and  second-floor  space 
at  comparatively  lower  rentals,  in  order  to 
accommodate  this  type  of  business. 

In  this  short  presentation  I  have  not  at¬ 
tempted  to  cover,  in  any  detail,  the  field  of 
minimum  guarantees  or  percentage  rentals, 
riie  range  is  great,  depending  on  so  many 
variable  factors.  There  has  been  a  great 
deal  of  material  published  on  this  subject, 
all  pointing  up  the  basic  thought  that  one 
lannot  generalize,  but  must  use  all  the 
facts  surrounding  a  specific  situation  in 
order  to  come  up  with  the  proper  answer. 


A  quick  review  of  the  kinds  of  motels  operating  today,  and  an  estimate 
of  their  significance  to  professional  management  service. 


A  MEMO  ON  THE  MOTEL  BUSINESS 

by  Norman  Katz 


T HERE  ARE  OVER  50,000  motcls  in  the  coun¬ 
try,  and  most  of  them  are  owner-operated. 
It  is  not  too  common  to  find  motels  owned 
by  investors  who  turn  operations  over  to 
hired  management,  although  this  practice  is 
increasing  as  larger  motels  are  built. 

A  dominant  characteristic  of  motel  own¬ 
ership  is  its  derivation  from  amateurs— 
meaning  people  who  had  previously  no 
experience  in  that  kind  of  business.  The 
majority  of  the  country’s  motels  were  built 
by  people  to  whom  the  business  looked  easy 
and  very  profitable.  For  most  of  them  it 
proved  to  be  neither. 

The  typical  motel  owner  works  very  hard 
for  compensation  which  is  low  when 
matched  against  the  long  hours  and  confine¬ 
ment  of  his  business.  The  return  on  his  in¬ 
vestment  is  very  difficult  to  determine 
because  not  too  many  keep  good  records 
and  because  there  are  no  national  standards 
against  which  to  judge  investment  returns. 

A  complicating  factor  is  the  extent  of 
effort  put  into  operation  by  owners.  A  20- 
unit  motel  may  yield  $10,000  cash  profit 
after  payment  of  all  cash  obligations.  This  is 
not  much  if  the  owner  and  his  wife  have 
worked  literally  24  hours  a  day  every  day  of 
the  year.  However,  it  would  represent  a 
very  good  return  for  those  few  who  do  no 

Mr.  Katz,  a  Certified  Public  Accountant,  is  a 
member  of  the  firm  of  Horwath  &  Horwath  in 
Chicago.  Illustrations  in  Mr.  Katz’  article  are  by 
courtesy  of  the  American  Motel  Magazine. 


more  than  collect  money  and  show  guests  to 
their  rooms— roughly  the  maximum  duties 
thought  to  be  necessary  by  the  general  pub¬ 
lic. 

Let  me  classify  motels  into  three  groups. 
First,  there  is  the  very  small  Mama-Papa 
place  consisting  of  around  10  or  15  units 
each.  These  are  operated  generally  by  older 
people  who  have  retired  from  some  other 
business.  If  the  motel  was  built  several  years 
ago,  it  is  probable  that  good  earnings  have 
served  to  pay  off  all  or  most  of  a  mortgage, 
leaving  the  couple  a  kind  of  income  that  is 
eminently  suitable  to  their  modest  needs. 
In  some  instances  such  places  have  been  ex¬ 
panded  into  larger  operations,  and  they  fall 
into  a  second  group  of  motels. 

This  second  group  includes  the  more  re¬ 
cent  and  larger  motels— in  the  1 5-  to  40-unit 
range.  The  majority  of  motels  built  in  the 
period  of  1948  to  1953  have  about  25  units, 
a  size  that  was  eminently  suited  to  the  kind 
of  financing  readily  available  to  investors  of 
that  period.  The  ownership  of  this  group 
is  characterized  by  more  youth  and  vigor. 

They  had  to  be  young  and  strong  in  order 
to  meet  the  quite  heavy  mortgage  amortiza¬ 
tion.  For  the  most  part,  this  group  of  motels 
provides  the  backbone  of  profitability  of 
the  industry.  Their  owners  may  not  have 
had  prior  experience,  but  they  were  willing 
to  learn  and  did  acquire  considerable  know¬ 
how  in  all  phases  of  their  operations.  One 
need  only  attend  a  typical  motel  association 
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convention  or  engage  the  members  in  con¬ 
versation,  to  understand  how  serious-minded 
they  are. 

To  this  second  group  may  be  attributed 
the  larger  share  of  stimulation  of  public  in¬ 
terest  in  motels,  because  they  provided  first- 
class  accommodations  that  significantly 
contrasted  with  the  older,  war-weary  hotels. 
This  group  of  investors  gave  birth  and  vigor 
to  the  highly  valued  reservation  associa¬ 
tions,  such  as  Quality  Courts,  Best  Western 
and  similar  groupings,  which  have  all  of  the 
best  elements  of  a  hotel  chain  operation. 

However,  this  second  group  of  owners  are 
not  as  happy  about  their  properties  as  they 
once  were.  They  fear  super-highways,  physi¬ 
cal  obsolescence  and  dimming  in  the  public 
eye  of  the  one-time  lustre  of  their  places.  A 
considerable  number  of  them  are  looking 
for  ways  and  means  to  enter  into  the  final 
phase  of  motel  development— the  highway 
hotel. 

Although  I  have  pigeon-holed  motel  de¬ 
velopment  into  two  groups  and  into  histori¬ 
cal  phases,  I  am  sure  you  understand  that 


This  modern  motor  hotel  in  Austin,  Texas  pre¬ 
sents  an  appealing  picture  to  the  road-weary 
motorist.  Motels  number  in  excess  of  50,000  in 
the  United  States. 

there  has  been  considerable  overlapping. 
Certainly  we  could  not  reliably  classify  high¬ 
way  hotels  as  a  two-  or  three-year  old  devel¬ 
opment.  However,  I  think  it  fair  to  suggest 
that  those  built  several  years  ago  were 
looked  upon  as  experimental. 

ENTER:  THE  HIGHWAY  HOTEL 

The  third  group— highway  hotels— is  the 
result  of  combining  all  of  the  best  features 
of  motels  and  hotels.  At  least,  this  is  the 
popular  concept.  However,  the  new  concept 
of  hotels  is  by  no  means  confined  to  provid¬ 
ing  parking  for  the  travelers.  Such  may  be 
a  notable  feature  to  investors,  but  there  is 
much  more  to  consider. 

Generally,  the  new  concept  involves  a 
scaling-down  of  the  grandeur  and  unneces¬ 
sary  space  of  the  old-time  hotel.  Times  have 
changed  to  the  end  that  large,  ornate  dining 
rooms  have  given  way  to  a  simplified  coffee- 
shop  style  of  restaurant  operations.  Lobbies 
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liave  been  reduced  to  the  mere  space  neces¬ 
sary  to  handle  registrations.  Self-service  ele¬ 
vators  are  becoming  standard  practice  for 
places  that  go  higher  than  two  floors.  If  only 
a  two-floor  structure  is  involved,  frequently 
elevators  are  not  used. 

In  spite  of  architectural  simplification, 
however,  many  of  the  traditional  operating 
concepts  are  retained.  If  an  investor  identi¬ 
fies  himself  with  a  hotel  (rather  than  motor 
court)  style  of  operation,  then  he  must  count 
on  having  a  24-hour  front  desk  and  switch¬ 
board  service  for  private  telephones.  Pay¬ 
ment  of  accounts  on  departure  will  be 
retained,  rather  than  payment  in  advance  of 
accommodations.  Room  service  of  food  and 
beverages  will  probably  be  essential  to  com¬ 
pete  with  hotels  in  town. 


THE  PROBLEM  OF  PROFIT 

I  believe  that  you  may  now  understand 
my  reluctance  to  try  to  talk  about  the  ex- 
j>ected  return  on  investment  in  motels.  The 


return  depends  upon  the  kind  of  operation 
involved.  A  Mama-Papa  operation  may  re¬ 
turn  little  cash,  but  it  satisfies  the  objectives 
of  its  owners  in  non-material  things  of  life. 

The  second  grouping  of  motels,  in  the  25- 
or  30-unit  class,  is  equally  difficult  to  pin 
point  for  investment  return.  If  bought  re¬ 
cently,  the  chances  are  that  the  owner  of 
one  of  these  places  is  finding  it  difficult  to 
justify  being  in  the  motel  business.  If,  how¬ 
ever,  an  owner  has  held  his  place  for  several 
years,  he  may  be  clearing  a  return  on  cash 
investment  of  phenomenally  large  propor¬ 
tions. 

We  have  had  clients  who  recovered  their 
cash  investment  in  four  years,  and  we  have 
some  who  will  never  see  a  dime  of  profit. 
At  least  one  aspect  is  clear— there  is  little 
middle  ground.  They  either  do  very  well, 
considering  the  cash  investment,  or  they  do 


The  cofFee-shop  style  of  operation  has  replaced  B 
the  large,  ornate  dining  room.  This  attractive 
dining  area  is  maintained  by  the  Return  Motel- 
Resort,  New  Market,  Virginia. 
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I  very  badly.  Averages  wouldn’t  mean  a  thing, 
because  such  figures  would  not  represent 
any  particularly  large  group  of  typical 
motels;  only  the  averaging  of  very  good  and 
very  bad  results. 

As  for  highway  hotels,  the  expected  return 
on  investment  is  considerably  different  from 
what  most  actually  show.  A  great  many  re- 
>  cent  owners  of  highway  hotels  have  been 
deluded  into  thinking  that  they  could  oper¬ 
ate  at  the  same  level  of  expense  per  room  as 
is  experienced  in  the  25-  to  30-unit  type, 
i  while  at  the  same  time  getting  better  rates 
’j  and  having  added  income  via  a  restaurant 
and  cocktail  lounge. 

I  In  practice,  it  doesn’t  cost  much  less  to 
I  operate  a  high^vay  hotel  than  to  op>erate  any 
small  hotel.  It  may  cost  much  more  if  the 
^  place  is  air  conditioned  and  has  such  added 
luxuries  as  television  and  a  swimming  pool. 

SELLING  MANAGEMENT  TO  MOTELS 

In  selling  real  estate  management  services 
to  the  motel  industry,  the  primary  problem 
is  to  convince  owners  that  they  need  this 
professional  kind  of  assistance.  The  typical 
*  motel  owner  operates  his  own  property  and 
has  learned  it  from  the  ground  up,  so  to 
speak.  He  is  a  serious-minded  individual 
who,  for  example,  goes  to  motel  conventions 
exclusively  for  the  purpose  of  learning 
something— hardly  ever  to  have  fun.  To  him, 
his  current  problems  are  just  matters  that 
he  feels  he  will  be  able  to  work  out  for  him¬ 
self. 

I  may  illustrate  my  point  further  by  relat¬ 
ing  the  experience  of  one  real  estate  man¬ 
agement  firm.  This  company  handles  several 
motels  in  its  local  area.  However,  except  for 
some  quite  large  properties,  it  obtained  all 
of  its  management  contracts  by  virtue  of  the 
action  of  creditors  of  failing  motels— never 


by  having  been  called  in  by  owners.  Of 
course,  this  may  not  come  as  a  surprise 
to  you,  because  outside  help  is  not  usually 
engaged  merely  to  confirm  owners  in  the 
conclusion  that  they  are  operating  profit¬ 
ably. 

.\side  from  the  question  of  how  you  may 
be  engaged  to  assist  in  motel  management, 
I  would  say  that  the  primary  problem  to  be 
faced  is  that  of  finding  and  placing  com¬ 
petent  and  hard-working  managers  into 
motels.  By  the  nature  of  the  business,  man¬ 
agement  requires  long  hours  of  duty  and 
employment  of  a  variety  of  skills.  A  person 
so  suited  and  also  having  some  investment 
money  is  probably  going  to  start  his  own 
business. 

The  ideal  management  team  for  a  motel 
is  a  fairly  youngish  couple,  willing  to  work 
hard  for  compensation  which  they  might 
not  be  able  to  obtain  elsewhere  because  of 
the  limited  hours  of  employment  in  other 
occupations.  A  strong  incentive  is  provision 
of  living  quarters  for  the  couple.  Then,  all 
told,  they  may  make  themselves  worth 
much  more  than  if  they  were  w'orking  40 
hours  a  week  in  some  other  kind  of  busi¬ 
ness. 

At  the  risk  of  over-simplifying  the  mat¬ 
ter,  it  may  be  right  to  say  that  the  biggest 
opportunity  for  management  service  is  in 
the  hotel  field.  This  field  actually  includes 
motels  when  they  are  large  enough  to  jus¬ 
tify  the  same  management  approach  given 
to  hotels.  Our  firm  is  quite  convinced  that 
the  motel  business  is  in  process  of  under¬ 
going  some  fundamental  changes.  The  bulk 
of  future  expansion  seems  definitely  to  lie 
in  the  type  of  property  which  is  so  like  the 
traditional  concept  of  a  hotel  that  perhaps 
the  most  basic  difference  is  in  the  extent  of 
parking  space  provided  for  guests. 


Machine  bookkeeping  is  not  always  the  most  flexible  system  in  the 
world  and  it  requires  a  drastic  change  in  habits  of  thought;  but  there 
is  no  doubt  that  it  is  a  form  of  automation  which  has  proved  itself  in 
saving  a  great  deal  of  time  and  money— and  right  in  the  management 
office,  too. 

THE  ARGUMENT  FOR 
MECHANICAL  BOOKKEEPING 
bjy  William  S.  Everett,  CPM 


Mechanical  bookkeeping  is  the  applica¬ 
tion  of  a  machine  to  a  hand  job.  Machine 
bookkeeping  has  many  advantages  over 
manual  bookkeeping.  For  instance,  a  single 
entry  posted  simultaneously  to  three  or 
more  records  is  a  big  help,  such  as  your  state¬ 
ment,  ledger  and  journal;  and  it  is  all  done 
with  perfect  agreement  of  all  the  entries. 

Each  time  you  post  a  new  account,  a  new 
account  balance  is  computed  automatically 
by  the  machine  for  each  posting;  and  all  of 
your  records  are,  therefore,  always  in  bal¬ 
ance  and  complete.  Complete  daily  proof  of 
posting  permits  your  month-end  trial  bal¬ 
ance  to  be  accomplished  very  rapidly. 

On  statements,  columns  are  added  and  the 
entries  are  distributed  to  various  columns 
where  they  are  accumulated,  subtracted  or 
added,  and  a  complete  group  of  entries  is 
verified  or  audited,  all  on  the  same  page. 

Now  a  bookkeeping  machine  and  its  cor¬ 
related  set  of  forms  designed  for  your  busi¬ 
ness  will  undoubtedly  give  you  all  the  basic 
information  and  the  records  and  the  reports 
that  you  now  obtain  by  hand  posting,  and  it 
will  give  you  a  great  deal  of  other  data  and 

William  Everett  is  vice  president  of  Browne  ir 
Storch,  Inc.,  of  Chicago. 


records  automatically  as  a  by-product.  At 
the  same  time,  the  machine  will  save  you 
25  to  60  per  cent  of  the  employee’s  time. 
It  saves  employee’s  fatigue,  and  greatly 
lessens  the  opportunities  for  errors. 

KINDS  OF  MACHINES 


Let’s  consider  for  a  moment  how  the  typi-  i 
cal  bookkeeping  machine  works.  It  might  be 
described  as  a  simple  typewriter  with  an 
adding  machine  built  inside;  but  it  is  more 
than  that. 

The  modern  and  larger  machine  is  like  ! 
the  electric  typewriter.  The  keys  and  the  1 
carriage  operation  move  electrically.  This  1 
avoids  uneven  print  and  cuts  down  fatigue 
of  the  operator.  The  electric  tabulating  keys  ^ 
move  the  carriage  to  the  proper  column. 
They  position  it  correctly  for  the  decimal. 

It  moves  from  column  to  column  automat¬ 
ically,  without  thought  or  action  by  the  op¬ 
erator.  It  can  handle  debits  or  credits,  addi¬ 
tions  or  subtractions  in  any  column  and 
automatically  gives  both  vertical  and  cross- 
computed  totals. 

At  the  end  of  each  entry  the  cross  total 
can  be  obtained.  At  the  end  of  a  function 
the  machine  will  automatically  record  all  1 
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vertical  totals  and  produce  a  cross-total  veri¬ 
fication.  In  other  words,  it  has  performed 
an  automatic  audit.  This  modern  miracle- 
machine  may  include  as  many  as  22  columns 
of  figures.  The  number  is,  in  reality,  only 
limited  by  the  size  of  the  carriage  on  the  ma¬ 
chine.  The  machine  can  be  operated  up  to 
six  hours  per  day  with  less  fatigue  than  from 
the  same  number  of  hours  in  any  hand  book¬ 
keeping  operation,  and  it  will  make  three 
times  the  number  of  entries.  Such  a  machine 
would  cost  about  $4,500. 

There  are  low-cost  machines,  which  do 
not  have  all  the  electric  tabulating  refine¬ 
ments,  and  which  require  a  bit  more  manual 
work  and  adjustment.  These  are  designed 
for  offices  requiring  as  little  as  two  hours  per 
day  constant  operation.  Such  a  machine 
would  cost  from  $i,ooo  to  $1,200.  The 
smaller  machines  are  limited  to  five  columns 
and  one  cross-computing  register,  but  offer 
all  the  basic  advantages  mentioned  above. 

HOW  THEY  ARE  USED  IN 
REAL  ESTATE 

Bookkeeping  machines  find  a  variety  of 
functions  in  real  estate  offices.  Generally 
speaking,  any  office  that  employs  a  book¬ 
keeper  on  bookkeeping  functions  four  hours 
or  more  a  day  will  certainly  find  some  econ¬ 
omy  in  the  use  of  the  machine.  This  use 
may  involve  only  200  tenants’  accounts,  or 
up  to  400,  depending  on  the  size  of  the 
buildings,  the  number  of  ownerships,  the 
number  of  employees,  and  other  factors. 

Of  course,  the  larger-volume  offices  find 
such  machines  much  more  valuable.  The 
basic  uses  are  in  the  preparation  of  owners’ 
reports,  the  keeping  of  the  tenants’  ledger, 
the  preparation  of  the  tenants’  bills,  con¬ 
trol  and  verification  of  the  rent  rolls,  record¬ 
ing  the  cash  receipts,  the  statement  of 
disbursements,  distribution  of  the  expense, 
preparation  of  checks,  preparation  of  pay¬ 


rolls,  the  computation  and  the  accumulation 
of  the  various  deductions  in  the  posting  of 
the  individual  earning  records. 

The  major  efficiency  of  bookkeeping  ma¬ 
chines  is  obtained  first  by  utilization  of  a 
single  posting  entry  applied  simultaneously 
to  a  number  of  records.  For  instance,  there 
is  the  tenants’  rent  bill,  the  tenants’  ledger, 
the  owner’s  report  of  income  and  billings, 
which  are  all  prepared  as  one  operation. 
There  is  the  statement  of  cash  disburse¬ 
ments,  distribution  of  the  expense,  prepara¬ 
tion  of  the  voucher  checks,  all  of  which  is 
also  done  simultaneously.  There  is  the  pay¬ 
roll  journal,  the  individual  earning  records, 
the  employees’  statements  of  earnings  and 
deductions,  and  the  pay  checks— again,  all 
prepared  as  one  operation.  Then  there  is  the 
accumulating  of  all  the  totals,  having  proof 
of  the  line  postings  and  the  internal  audit 
of  the  complete  page. 

The  second  method  of  improving  effi¬ 
ciency  is  by  the  utilization  of  copies.  Electric 
typing  and  mechanical  typing  both  permit 
many  copies  to  be  made.  This  can  be  done 
either  by  the  use  of  carbon  paper  or  by  a 
twin  ribbon  method;  and  the  original  en¬ 
tries  appear  on  both  the  statement  and  the 
ledger  as  original  entries. 

Special  forms  can  be  made  up  employing 
one-time  carbon,  which  are  pre-bound  and 
assure  correct  spacing  on  all  the  duplicate 
forms,  with  a  minimum  of  time.  There  are 
special  strip  carbons  with  cut-out  areas  that 
insure  only  desired  information  as  trans¬ 
ferred  to  certain  copies  without  eliminating 
the  typing  that  may  go  on  other  copies.  Fre¬ 
quently  good  use  is  made  of  hectograph  car¬ 
bon,  and  many,  many  copies  of  statements 
can  be  made  with  one  typing. 

A  third  efficiency  in  office  procedure  is 
obtained  through  the  automatic  features  of 
the  machine.  Automatically  imprinted  are 
the  date,  the  month  and  the  year,  consecu- 
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tive  numbers,  the  recording  of  balances  and 
totals;  the  automatic  return  of  the  carriage, 
and  the  automatic  line  spacing  to  the  next 
[xjsition. 

One  of  the  greatest  aids  to  the  bookkeep¬ 
ing  machine  is  the  addressograph.  The  book¬ 
keeping  machine  can,  of  course,  typewrite 
any  information  desired,  but  its  work  is 
greatly  facilitated  in  certain  functions  by 
pre-addressed  forms. 

For  instance,  rent  bills  and  tenant  ledger 
statements  can  be  pre-addressed.  The  ad¬ 
dressograph  plate  also  shows  the  room  and 
the  apartment  number  and  the  rent;  thus,  a 
glance  at  the  statement  will  show  that  all 
space  is  accounted  for.  A  similar  check  can 
he  obtained  readily  in  the  use  of  the  addres¬ 
sograph  in  preparing  payroll  checks  or  pay¬ 
roll  time  cards. 

A  division  of  functions  within  the  office, 
with  frequent  cross-checks  or  verifications 
with  certain  controls,  is  one  of  the  best  ways 
to  assure  accuracy  as  well  as  honesty.  The 
cashier’s  total  daily  deposits  of  all  banks 
must  balance  with  the  ledger,  the  tenant 
ledger;  and  likewise,  the  billing  to  the  ten¬ 
ants  must  correspond  to  the  lease  file  con¬ 
trol.  An  adding  machine  tajic  of  the  lease 
bills  compared  with  the  lease  file  is  shown, 
and  it  will  show  that  all  rents  are  being 
billed  that  should  be  billed,  and  you  have  a 
complete  audit  there.  Such  cross-checks  arc 
easy  and  simple  with  a  bookkeeping  ma¬ 
chine,  but  are  difficult  and  time  consuming 
with  manual  bookkeeping  methods. 

KEEPING  RECORDS  ON 
CORPORATIONS 

Our  firm  keeps  corporate  records  on  a 
number  of  corporations,  and  we  have  saved  a 
great  deal  of  time  in  the  preparation  of  these 
by  the  use  of  machine  bookkeeping;  first 
of  all,  we  set  up  receipts  and  disbursements 
statements  on  those  buildings  as  well  as  on 


all  other  buildings.  In  other  words,  we  pro¬ 
cess  all  bills  and  records  alike,  whether  we 
keep  corporate  books  or  not. 

Then,  the  corporate  books  for  an  individ¬ 
ual  property  are  kept  on  the  double  entry 
method  by  hand  posting,  but  nine-tenths  of 
the  operation  is  saved  because  the  cash  re¬ 
ceipts  and  disbursements  statement  operate 
just  as  supporting  data  for  control  accounts 
only  which  need  to  go  into  the  double  entry 
set  of  books. 

We  have  been  charging  an  extra  fee  above 
our  management  fee  for  keeping  the  corpo¬ 
rate  set  of  books,  and  for  many  of  the  smaller 
buildings  such  as  co-op  apartment  buildings, 
where  the  corporate  records  are  fairly  sim¬ 
ple.  The  fee  is  a  flat  $25  per  month  in  addi¬ 
tion  to  the  prescribed  management  fee.  That 
figure  seems  to  work  out  very  satisfactorily 
for  us  and  is  very  easily  explained  to  the 
ownership  as  proper  and  just. 

WHEN  CONVERTING  TO  THE 
MACHINE 

In  converting  manual  bookkeeping  to  a 
machine  system,  there  is  a  word  of  warning: 
a  machine  is  only  a  machine.  Someone  must 
make  it  work. 

If  you  have  a  fine  young  lady  in  your  of¬ 
fice,  who  has  been  employed  there  for  forty 
years  and  who  has  great  pride  in  her  knowl¬ 
edge  of  accounting,  don’t  blindly  buy  her  a 
machine,  put  it  in  front  of  her  and  say, 
“Make  this  thing  work.’’  Before  purchasing 
a  machine,  say  to  this  paragon  of  virtue, 
“Those  advertising  people  think  they  can 
save  half  of  your  time,  and  make  your  work 
twice  as  easy  with  a  bookkeeping  machine. 
Why  don’t  you  go  down  and  have  a  demon¬ 
stration  and  see  if  there  is  something  to  it?” 

If  a  girl  making  $300  per  month,  or  $2  an 
hour,  can  save  25  per  cent  of  her  time,  in  one 
year  she  saves  $900  towards  that  Si, 000  ma¬ 
chine. 


Management  suneys  are  one  of  the  most  useful  tools  for  acquiring  neio 
management  business,  as  well  as  being  a  very  fruitful  source  of  selling 
and  leasing  commissions.  But  you  have  to  know  how  to  do  it  right.  This 
article  provides  a  guide  to  the  necessary  know-how. 


HOW  TO  BUILD  A 

SUCCESSFUL  MANAGEMENT  SURVEY  • 

by  Lloyd  D.  Hanford,  CPM 


Every  professional  real  estate  manager  at 
sometime  during  his  career,  is  called  upon  to 
prepare  a  management  survey  on  a  piece  of 
property  with  which  he  is  completely  un¬ 
familiar,  and  the  property  very  often  is  lo¬ 
cated  in  an  area  about  which  he  knows  very 
little.  During  the  past  several  years  our  office 
has  conducted  quite  a  number  of  these  sur¬ 
veys  throughout  the  Pacific  Coast  area,  and 
the  results  have  made  them  one  of  the  most 
enlightening  experiences  in  our  business 
life. 

There  is  a  crying  need  for  such  surveys 
by  investment  property  owners  who  have  up 
to  now  attempted  to  manage  their  own  prop¬ 
erties.  Do-it-yourself  management  was  wide¬ 
spread  during  the  war  years  and  those  years 
immediately  following  the  war,  when  high 
occupancy  at  comparatively  high  rentals 
had  anesthetized  the  thinking  of  most 
owners  against  the  advantages  of  profes¬ 
sional  maintenance,  modernization  and  pos¬ 
sible  conversion  in  order  to  enjoy  the  high- 
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est  and  best  use  of  the  property  over  the 
longest  continuing  period  of  time. 

When  the  benefits  to  be  derived  from  a 
management  survey  are  properly  presented, 
we  have  found  very  little  resistance  on  the 
part  of  owners  toward  employing  us  to  con¬ 
duct  such  a  survey.  In  fact,  in  a  great  many 
instances  owners  have  volunteered  the  testi¬ 
mony  that  they  considered  the  report  pre¬ 
sented  very  inexpensive  in  view  of  its  bene¬ 
fits  to  them.  And  in  many  instances  we  were 
employed  as  the  managing  agent  and/or 
selling  and  leasing  agent. 

FEES 

The  subject  of  fees  is  always  of  primary 
importance  in  conducting  surveys,  which 
consume  time  and  energy  in  the  manage¬ 
ment  office.  In  setting  up  a  fees  schedule  for 
this  type  of  operation,  several  factors  must 
be  taken  into  consideration. 

Initially,  there  is  the  field  work  of  the 
professional  manager  himself.  If  the  job  is 
big  enough,  it  may  require  someone  outside 
the  office  to  assist.  If  the  property  is  located 
out  of  town,  there  are  travel  expenses  and 
hotel  expenses  to  be  considered.  Certain 
basic  publications  might  be  required.  Fi¬ 
nally,  there  is  a  large  amount  of  actual  office 
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time  consumed  in  the  preparation  of  the 
report  in  its  final  form. 

From  our  own  experience  we  have  found 
that  every  owner  who  understands  the  value 
of  these  surveys  is  very  willing  to  pay  the 
charges  which  we  have  set  up.  They  are  as 
follows:  $200  a  day  within  the  local  area. 
The  "local  area”  is  interpreted  as  an  area 
close  enough  to  home  to  permit  a  survey  to 
be  conducted  on  a  daily  basis  without  any¬ 
one  having  to  live  away  from  home.  The  fee 
is  $250  per  day  for  properties  outside  the 
local  area,  plus  all  travel  and  other  inciden¬ 
tal  expenses,  and  plus  I75  per  day  for  office 
time  consumed  in  the  final  completion  of 
the  report. 

In  all  fairness  to  our  clients,  we  have 
generally  informed  them  that  were  we  to  be 
appointed  their  managers,  we  would  give 
them  credit  for  a  portion  of  the  fee  paid  for 
this  survey,  on  the  theory  that  if  we  were  to 
assume  the  management  of  the  property,  a 
substantial  amount  of  this  work  would  be 
required  of  us.  Our  experience  has  been  that 
this  type  of  approach  has  encouraged  own¬ 
ers  to  invest  in  professional  management. 
We  consider  it  important  that  the  full  basis 
of  compensation  be  discussed  and  agreed  to 
prior  to  the  commencement  of  any  survey, 
since  owners  quite  naturally  want  to  have 
some  idea  of  their  financial  commitment. 
For  your  guidance,  I  can  say  that  our  experi¬ 
ence  has  been  that  a  maximum  of  three  days 
of  field  work  is  required  for  such  a  report; 
and  in  all  cases  we  have  found  that  an  aver¬ 
age  of  two  days  can  be  counted  on.  There  is 
additionally  an  average  of  three  full  days  of 
office  work  required. 

There  are  a  great  many  steps  in  the  prep¬ 
aration  of  a  management  survey,  but  each 
step  is  of  vital  importance  to  the  value  of 
a  completed  survey,  and  the  actual  time 
spent  on  each  subject  is  nominal.  For  the 
purpose  of  this  discussion,  I  am  assuming 


that  a  survey  is  to  be  made  on  a  property 
located  in  an  area  other  than  that  in  which 
the  manager  normally  operates;  you  may 
then  use  your  own  judgment  as  to  the  steps 
that  would  apply  in  making  a  survey  of  a 
local  property. 

ECONOMIC  DATA 

Copies  of  the  applicable  census  of  popu¬ 
lation  and  census  of  business  for  the  subject 
area  should  be  secured  and  studied  to  deter¬ 
mine:  (a)  current  population;  (b)  median 
family  income;  (c)  social  and  economic 
status;  (d)  employment  status;  (f)  popula¬ 
tion  change  during  the  past  ten  years; 
(g)  total  dollar  volume  of  business  in  the 
community;  (h)  the  trend  of  this  dollar 
volume  business;  (i)  general  types  of  occupa¬ 
tion  in  the  area,  as  they  will  effect  the  oc¬ 
cupancy  and  rent  paying  ability  of  the  prop¬ 
erty.  Data  should  be  secured  from  a  local  real 
estate  board,  apartment  house  association. 
Building  Owners’  and  Managers’  Associa¬ 
tion  or  chamber  of  commerce  relating  to 
occupancy  and  occupancy  trends. 

LOCAL  CONDITIONS 

The  first  point  of  contact  in  the  local  area 
should  be  the  city  planning  department,  for 
the  purpose  of  securing  the  following  data: 
(a)  direction  of  community  growth  and  ex¬ 
pansion;  (b)  planned  public  works;  (c)  up- 
to-date  maps  and  plots  available  and  as  ap¬ 
plicable  to  the  subject  property;  (d)  public 
transportation  facilities,  existing  and 
planned;  (e)  highway  maps,  airports,  and 
railroad  facilities;  (f)  location  of  schools, 
churches,  shopping  centers  and  recreation 
areas. 

The  local  chamber  of  commerce  should 
be  contacted  for  the  purpose  of  acquiring 
pertinent  information  on  the  business  and 
industrial  activity  of  the  community.  The 
local  real  estate  board  should  be  contacted 
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j  for  the  purpose  of  determining  values  and 
value  trends  in  the  immediate  neighbor¬ 
hood,  as  well  as  general  real  estate  activity 
f  in  the  area,  both  as  to  sales  and  tenancies, 
f  The  city  and  county  assessor  should  be  con¬ 
tacted  to  determine  taxes,  tax  trends  and 
other  pertinent  assessment  data  for  the 
neighborhood  as  well  as  the  community  at 
.  large. 

Merchants,  property  owners  and  individ¬ 
uals  not  engaged  in  business  should  be  con¬ 
tacted  for  their  opinions  in  order  that  the 

(manager  will  derive  a  more  complete  and  in¬ 
timate  picture  of  the  specific  neighborhood 
^  and  the  surrounding  area. 

PHYSICAL  INSPECTION  OF  THE 
PROPERTY 

Photographs  by  a  professional  should  be 
^  secured  of  the  exterior  elevations  of  the 
building  and  any  other  portions  of  the 
building  which  are  deemed  unusual  or  re¬ 
quiring  special  consideration.  Although  it  is 
not  necessary  to  secure  a  complete  set  of 
plans  and  specifications  of  the  building,  it  is 
necessary  to  secure  floor  plans  of  all  rentable 
f  areas  and  potential  rentable  areas  of  the 
building. 

Physical  inspection  of  the  building  is 
usually  started  at  the  roof  and  ended  at  the 
basement,  with  detailed  attention  to  general 
appearance,  layout,  equipment,  fittings,  fix¬ 
tures,  lighting,  plumbing,  air  conditioning 
and  heating,  elevators,  floor  finishes  and 
floor  coverings,  soundproofing,  partitioning, 
glazing,  hardware,  and  tenant  usage.  This 
part  of  the  report  is  of  great  importance. 
Each  subject  should  be  treated  separately, 
although  briefly,  noting  therein  any  recom¬ 
mendations  for  improvement.  It  would  also 
be  well  in  this  section  of  the  report  to  in¬ 
clude  some  comments  as  to  the  conformity  of 
the  improvements  with  other  buildings  in 
the  immediate  neighborhood,  both  existing 


and  planned.  We  all  know  how  important 
parking  is  to  the  welfare  of  urban  property. 
In  some  section  of  the  report,  include  a 
rather  detailed  discussion  of  the  availability 
and  adequacy  of  motor  vehicle  parking 
which  would  be  open  to  tenants  in  the  build¬ 
ing. 

INCOME  ANALYSIS 

The  report  should  contain  a  detailed 
schedule  of  each  individual  tenancy,  giving 
the  name  of  the  tenant,  the  occupation  of  the 
tenant  (if  an  office  building  or  store),  the 
monthly  rental,  tenancy  conditions,  lease 
conditions,  rent  per  square  foot  if  office 
tenancy,  per  room  if  dwelling  tenancy,  and 
per  front  foot  if  store  tenancy.  This  data  in¬ 
dividually  and  collectively  should  be  com¬ 
pared  with  other  tenancies  in  the  area,  and 
conclusions  and  recommendations  by  the 
writer  of  the  report  should  be  given  in  detail 
wherever  there  are  vacancies.  An  analysis  of 
the  individual  vacant  space  should  be  in¬ 
cluded,  with  recommendations  for  the  rent¬ 
ing  of  such  space.  An  analysis  should  be 
made  of  the  general  rental  market  for  the 
particular  types  of  tenancy,  and  comments 
should  be  included  as  to  the  projected  va¬ 
cancy  percentage  and  rentals  in  the  foresee¬ 
able  future.  Whenever  available,  a  brief  his¬ 
tory  of  the  income  structure  of  the  building 
should  be  commented  upon  in  relation  to 
the  current  suggestions  and  conclusions  con¬ 
tained  in  the  report.  This  part  of  the  report 
should  contain  a  suggested  stabilized  income 
schedule,  which  should  be  realistic  and  not 
overly  conservative,  representing  what  the 
manager  believes  he  could  secure  for  the 
owner,  assuming  currently  continuing  ac¬ 
tivity. 

EXPENSE  ANALYSIS 

Expenses  are  the  subject  of  greatest  con¬ 
cern  to  owners,  and  it  is  in  this  category  that 
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the  manager  has  the  best  opportunity  to  dis¬ 
play  his  skills  and  abilities.  We  know  that  all 
too  often  the  operating  cost  of  property  un¬ 
der  owner-management  appears  to  be  low 
because  the  owners  are  neglecting  their 
physical  plants,  a  situation  which  leads  to 
reduction  in  value  when  for  some  reason  or 
other  the  property  is  offered  for  sale.  There 
are  cerain  basic  expenditures  which  we 
know  cannot  and  must  not  be  avoided  in  any 
realistic  budget.  Again,  we  must  bear  in 
mind  the  fact  that  there  is  a  strong  possibil¬ 
ity  that  we  will  become  the  managers  of  this 
property,  and  in  setting  up  an  expense 
budget  the  owner  will  be  justified  in  expect¬ 
ing  us  to  maintain  the  property  fully  and 
live  within  our  budget.  So  to  assure  our¬ 
selves  of  a  realistic  approach,  we  must  ac¬ 
quire  a  full  understanding  of  the  needs  of 
the  subject  property  and  compare  our 
budget  forecasts  to  the  actual  expenses  of 
properties  now  in  our  care,  or  if  these  be  not 
available,  to  properties  being  handled  by 
other  managers  in  our  ow  n  area  and  if  pos¬ 
sible  in  the  community  where  the  subject 
property  is  located.  If  we  use  information 
obtained  outside  of  our  own  community  we 
must  get  comparable  cost  data  and  differ¬ 
ences  between  our  community  and  the  com¬ 
munity  where  the  subject  property  is 
located. 

In  most  surveys  for  management  pur¬ 
poses,  it  is  neither  necessary  nor  desirable  to 
include  depreciation,  except  where  recom¬ 
mendations  call  for  substantial  capital  im¬ 
provements.  The  following  are  the  items 
which  should  be  included  in  an  expense 
budget,  a  budget  which  should  show  com¬ 
parable  hgures  for  the  current  actual  ex¬ 
penses  and  conclude  with  an  explanation  of 
any  important  differentials:  (a)  city  and 
county  real  estate  taxes  and  assessments; 
(b)  details  on  each  tyj>e  of  insurance  as  to 
amount,  coverage,  term  and  annual  alloca¬ 


tion  of  premium;  (c)  payroll  and  payroll 
taxes,  with  details  on  each  employment, 
f  ringe  benefits  and  vacation  allowances;  (d) 
fuel;  (e)  electricity  and  power;  (f)  water;  (g) 
scavenger;  (h)  hardener;  (i)  press  control; 
(j)  elevator  maintenance  service;  (k)  refrig¬ 
eration  and  air  conditioning:  (1)  license; 
(m)  licenses  or  fees  indigenous  to  the  loca¬ 
tion  or  area;  (n)  general  repairs  and  replace¬ 
ments;  (o)  furniture  repairs  and  replace¬ 
ments,  if  any;  (p)  equipment  repairs  and 
replacements;  (q)  plumbing  repairs;  (r) 
painting  and  decorating;  (s)  electric  repairs; 
(t)  heating,  refrigeration  and  air  condition¬ 
ing  repairs;  (u)  elevator  repairs;  (v)  per¬ 
centage  allowance  for  vacancies  and  col¬ 
lection  losses;  (w)  supplies;  (x)  legal, 
accounting  and  sundry  expense;  (y)  man¬ 
agement  cost. 

This  is  a  rather  long  list  and  can  of  course 
be  condensed  depending  upon  the  individ¬ 
ual  property.  But  in  general  the  detail  is 
necessary.  It  is  most  desirable  to  include  the 
item  of  management  cost:  first,  because  no 
matter  who  does  the  management  direction, 
time  is  expended  and  cost  a  very  real  thing: 
secondly,  it  assists  us  as  prospective  managers 
to  sell  our  services. 

CONCLUSION 

Total  suggested  gross  income  should  be  set 
down  and  deducted  from  the  expenses  as 
previously  calculated,  showing  the  net  in¬ 
come  forecast  before  depreciation  and  in¬ 
come  taxes. 

We  have  found  it  very  wise  to  include  a 
sample  management  agreement  as  a  part  of 
the  report.  The  entire  report  should  be 
neatly  assembled  and  bound  in  a  leatherette 
cover  giving  it  individuality  and  impor¬ 
tance.  In  conclusion,  I  cannot  underline  too 
strongly  the  high  value  of  this  type  of  work 
in  the  program  of  the  professional  real  estate 
manager. 


There  are  many  advantages  in  being  an  Accredited  Management  Or¬ 
ganization,  and  as  yon  read  this  little  article,  you  will  probably  think 
of  many  not  mentioned  here.  But  whatever  else,  let’s  keep  in  mind  that 
“What  it  Means  to  be  an  AMO’’  is  more  than  just  a  slogan  to  be  con¬ 
sidered  and  analyzed  from  time  to  time.  To  those  who  are  coyiscien- 
tiously  carrying  out  their  daily  tasks,  the  AMO  becomes  a  whole  new 
way  of  life. 

WHAT  IT  MEANS  TO  BE  AN  AMO 
by  A.  T.  Beckwith,  CPM 


I  A  FINE  REPUTATION  is  Something  about 
P  which  any  agent  managing  income  real 
I  estate  must  be  concerned.  Reputation  pene- 
I  trates  the  thinking  of  people  in  a  local  area, 
I  or  over  a  State,  or  even  nationally,  almost  by 
<  its  own  vitality.  If  an  agent  does  not  have  an 
I  excellent  reputation,  he  may  have  to  adver- 
i  tise  to  bolster  his  reputation  among  those 
j  who  do  not  know  him;  but  if  he  does  have  a 
j  good  reputation,  then  word  about  him  gets 
I  around  almost  automatically.  Naturally,  the 
*  reputation  must  be  earned,  and  can  be  main¬ 
tained  only  on  the  basis  of  excellent  per¬ 
formance,  fulfdling  all  obligations  to  clients 
properly  and  fully,  and  to  their  complete 
I  satisfaction.  Included  in  all  this,  of  course, 

I  is  know-how  and  ability  in  the  management 
profession,  which  has  enabled  the  managing 
agent  to  acquire  a  reputation  for  being 
honest,  reliable,  capable,  industrious,  with 
sufficient  imagination  to  assure  creative  ap¬ 
proach  to  problems  and,  finally,  maintaining 
the  highest  possible  net  income  in  properties 
w  hich  he  handles. 

In  addition  to  all  of  this,  there  is  a  cus- 
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tomer  and  public  relations  angle  which  can¬ 
not  be  overlooked.  Clients  and  customers 
handled  by  the  agent  must  like  to  do  busi¬ 
ness  with  the  agent,  and  in  general  a  com¬ 
plete  state  of  harmony  must  be  maintained. 
All  of  this  is  w’rapped  up,  certainly,  in  the 
one  word  “reputation,”  and  of  course  our 
reference  to  reputation  at  any  time  would 
have  to  do  only  with  a  “good  reputation.” 

An  Accredited  Management  Organiza¬ 
tion  added  to  the  reputation  that  has  just 
been  described,  would  enhance  the  present 
reputation  to  the  extent  that  this  particular 
firm  has  gone  all-out  to  qualify  profession¬ 
ally  for  offering  a  safe  and  progressive  serv¬ 
ice  to  the  owners  of  income  real  estate. 

PRESriGE 

An  Accredited  Management  Organiza¬ 
tion  very  often  is  among  the  two,  three  or 
four  (and  occasionally  may  be  the  only  one) 
of  its  kind  in  a  particular  city.  W^hether  the 
AMO  is  the  only  one,  or  one  of  several,  there 
accrues  to  it  the  prestige  which  attaches  to 
an  organization  which  has  fully  qualified  it¬ 
self  to  be  known  as  an  Accredited  Manage¬ 
ment  Organization,  a  member  of  the  Insti¬ 
tute  of  Real  Estate  Management,  which  in 
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turn  is  a  part  of  the  National  Association  of 
Real  Estate  Boards.  Among  other  things,  an 
AMO  is  required  to  file  an  annual  statement 
with  the  Institute,  disclosing  the  volume  of 
the  business,  clients  represented,  extent  of 
personnel  employed  to  handle  the  business, 
and  so  on.  Also,  the  AMO  is  required  to 
maintain  a  fidelity  bond  covering  all  man¬ 
agement  employees,  in  the  interest  of  pro¬ 
tecting  the  firm’s  clients. 

Although  we  are  in  a  professional  cate¬ 
gory,  the  Accredited  Management  Organiza¬ 
tion  is  permitted,  at  least  by  membership  in 
the  National  Association  of  Real  Estate 
Boards,  to  advertise  its  services  to  the  public 
and  to  identify  itself  in  every  respect  as 
qualifying  for  AMO  status.  It  may  be  true 
that  some  firms  that  have  been  accredited 
in  the  past  tvill  run  the  risk  of  losing  a  cer¬ 
tain  amount  of  prestige  by  discontinuing 
their  membership  in  the  organization,  but 
whenever  that  occurs  it  is  more  than  likely 
due  to  the  fact  that  they  have  lost  the  Cer¬ 
tified  Property  Manager  in  their  organiza¬ 
tion,  and  without  this  particular  member 
they  cannot  remain  accredited.  There  have 
been  such  instances,  and  it  has  not  been  pos¬ 
sible  for  the  firm  to  qualify  a  new  CPM  on 
short  notice;  thus  they  dropped  AMO  tem¬ 
porarily,  to  resume  it  sometime  in  the  fu¬ 
ture.  A  moral  to  this  might  be  that  each  Ac¬ 
credited  Management  Organization  should 
maintain  at  least  two  CPM’s  in  its  organiza¬ 
tion,  so  that  if  anything  should  happen  to 
one,  the  organization  itself  will  not  be  dis¬ 
qualified. 

REALTOR  REFINEMENT 

One  of  the  first  qualifications  leading  to 
the  AMO  status  is  to  become  a  realtor.  In 
almost  every  state  and  city  there  is  a  large 
percentage  of  registered  brokers  who  are 
not  realtors.  These  men  and  firms  have  been 
battling  against  certain  odds,  because  many 


of  them  stand  for  clean  business  operations, 
with  high  ideals,  and  maintain  the  highest 
integrity;  but  unfortunately  brokers  look 
much  alike  to  the  public  and  there  are  some 
who  have  not  added  to  the  professional 
standing  of  real  estate  men  because  of  their 
conduct,  which  may  lack  ethics.  The  regis¬ 
tered  broker  who  elects  to  become  a  realtor 
lets  the  public  know  that  there  is  a  difference 
in  dealing  with  him  as  against  dealing  with 
an  ordinary  broker  who  may  not  have  such 
high  ideals.  So  this  registered  broker  joins 
the  National  Association  of  Real  Estate 
Boards  through  its  local  association  and  sets 
himself  apart  from  other  registered  brokers 
because  he  now  claims  the  title  of  “realtor.” 

Now  that  the  registered  broker  has  be¬ 
come  a  realtor  and  has  become  a  specialist  in 
the  field  of  real  estate  management,  he  looks 
for  further  refinement  such  as  professional 
status  and  discovers  that  he  can  become  a 
Certified  Property  Manager.  This  qualifica¬ 
tion  is  based,  to  a  great  extent,  upon  his  past 
years  of  experience  and  knowledge  gained 
in  the  management  of  real  estate.  Through 
application  to  the  Institute  of  Real  Estate 
Management,  he  meets  all  qualifications  and 
is  awarded  the  designation  “CPM”— Certi¬ 
fied  Property  Manager.  After  this  has  been 
accomplished,  then  in  most  instances  he  can 
qualify  as  an  Accredited  Management  Or¬ 
ganization,  upon  making  application  to  the 
Institute  and  supplying  all  information  re¬ 
quired  and  meeting  all  requirements.  He  is 
then  approved  and  awarded  the  designation 
“AMO”— Accredited  Management  Organ¬ 
ization. 

The  Accredited  Management  Organiza¬ 
tion  is  a  step  farther  than  the  realtor  status, 
and  assures  clients  that  the  manager  is  fully 
qualified  to  manage  income  real  estate,  and 
that  he  wants  all  property  owners  and  the 
general  public  to  know  that  his  organization 
is  different  from  others.  As  an  AMO,  he  is 
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especially  qualified  and  has  gone  out  of  his 
way  to  obtain  that  designation  from  the  na¬ 
tional  Institute,  which  is  famous  for  its  in- 
*  terest  in  seeing  that  property  owners  are 
able  to  obtain  the  finest  in  real  estate  man¬ 
agement  service  from  among  its  members. 

You  might  say  that  there  are  other  manag¬ 
ing  agents,  with  years  of  experience,  who 
have  won  reputations,  enjoy  prestige  in  the 
community,  who  are  realtors  but  not  mem¬ 
bers  of  the  Institute  of  Real  Estate  Manage¬ 
ment.  This  does  occur  in  a  number  of  in¬ 
stances,  as  there  are  some  older  firms  that 
have  been  in  business  anywhere  from  as 
many  as  50  to  100  years  that  perhaps  do  not 
need  the  help  of  the  Institute  of  Real  Estate 
Management;  they  forged  their  way  into  the 
real  estate  management  field  in  their  par¬ 
ticular  territories  many  years  ago  and  main¬ 
tained  the  highest  principles  in  business 
over  those  years  or  they  could  not  have  pros¬ 
pered  and  continued  to  exist  so  successfully. 
On  the  other  hand,  keep  in  mind  that  such 
firms  may  represent  less  than  one  per  cent  of 
the  total  of  organizations  engaged  in  the 
management  of  real  estate  and  are  unique. 

AMO  SERVICES  FROM  NATIONAL 
OFFICE 

All  realtors,  from  time  to  time,  have  re¬ 
ceived  bulletins,  mailings,  letters  and  special 
requests  at  conventions  and  various  meet¬ 
ings,  urging  them  to  avail  themselves  of  the 
services  offered  by  the  national  office  of  the 
Institute  of  Real  Estate  Management.  All 
AMOs  are  entitled  to  such  helps  as  advertis¬ 
ing  programs  already  prepared,  direct  mail 
which  can  be  purchased,  window  displays 
that  have  been  prepared,  decals  for  windows 
or  for  their  automobiles,  beautiful  chrome 


plaques  with  the  AMO  designation  for 
mounting  at  the  entrance  to  the  buildings  or 
their  offices;  and  among  many  other  adver¬ 
tising  and  sales  helps  for  managing  agents,  a 
recently  prepared  mailing  known  as  “AMO- 
gram.” 

This  particular  mailing  piece  is  a  most 
attractive  two-page  folder  which  contains 
news  and  can  be  directed  monthly  to  owners 
of  income  real  estate  or  to  the  heads  of  vari¬ 
ous  financial  institutions  that  own  or  control 
income  real  estate.  It  is  quite  unlike  direct 
mail  which  has  the  “buy  my  goods”  appeal 
and  which  usually  hits  the  waste  basket  even 
before  it  is  half  read.  This  AMO-gram  mate¬ 
rial  is  available  only  through  membership 
in  the  Institute  of  Real  Estate  Management 
as  an  Accredited  Management  Organization. 
It  constantly  reminds  the  property  owner 
that  the  particular  firm  sending  it  is  a  pro¬ 
gressive,  up-and-coming,  well-informed, 
properly-staffed  agency,  capable  of  manag¬ 
ing  income  real  estate  successfully. 

What  better  recommendation  could  a 
managing  agent  want  than  to  have  his  firm 
before  the  owners  of  income  real  estate  in 
the  area,  so  that  when  the  need  arises,  that 
owner  will  think  of  this  particular  firm  and 
certainly  investigate  to  see  if  it  meets  his  re¬ 
quirements?  The  important  thing  here  is 
that  if  the  owner  does  not  think  of  this  firm, 
then  that  firm  will  have  little  or  no  chance 
at  the  first  opportunity  of  representing  this 
owner.  Consequently,  the  mailing  of  the 
AMO-gram  to  hand-picked  owners  of  in¬ 
come  properties  can  be  one  of  the  most  im¬ 
portant  tools  and  one  of  the  principal  ad¬ 
vantages  of  being  an  AMO,  particularly 
with  respect  to  the  growth  of  that  AMO’s 
management  business. 


MAINTENANCE  EXCHANGE 

by  David  L.  Keith,  cpm,  Editor 

LETTERS  OF  INQUIRY,  COMMENTS  BY  READERS, 
NOTES  BY  THE  EDITOR 


Non-skid 

Slippery  floors  in  laundries,  kitchens, 
etc.,  have  been  a  problem  since  building 
management  began.  Besides  rubber  mats 
and  many  other  types  of  rolled  material, 
there  are  always  new  methods  being  de¬ 
veloped  to  solve  the  problem.  Some  build¬ 
ings  are  now  using  strips  of  abrasive  tape 
(3-M  brand,  for  example).  Others  are  using 
non-skid  paint.  One  brand,  by  L.  Son- 
neborn  Sons,  Inc.,  contains  a  high  quality 
of  fine-particled,  abrasive  aggregate. 

Alcoa  has  even  entered  the  picture  with 
a  non-skid  abrasive  tread  plate  that  is  par¬ 
ticularly  useful  on  inclines.  It’s  fabricated 
from  an  aluminum  alloy  and  has  a  skid- 
proof  aluminum  oxide  rolled  right  into  the 
surface.  Being  aluminum,  it  is  much  lighter 
than  steel,  and  won’t  rust. 

Plastic  panes 

Plastic  panes  are  available  from  many 
sources  rather  than  the  one  or  two  some 
property  managers  know  about.  When  you 
need  some  comjietitive  sources  for  discus¬ 
sion  purposes,  you  may  find  these  helpful: 
Alsynite  Company  of  America,  San  Diego  9, 
California;  Corrulux  Division,  Libby- 
Owens-Ford,  P.  O.  Box  20026,  Houston  25, 
Texas. 

Firestone  Tire  &  Rubber  Company  has 
now  become  another  source  for  plastic 
window  panes.  Their  latest  design  features 


transmission  of  50  per  cent  natural  light, 
but  no  ultraviolet.  Looks  good  for  windows 
of  storage  space  housing  objects  which 
would  fade  under  ultraviolet  sunlight. 

Dock  boards 

In  large  buildings  where  a  lot  of  things 
are  delivered  by  truck,  magnesium  dock 
boards  are  time-savers  in  loading  and  un¬ 
loading,  and  by  filling  the  gap  between 
dock  and  truck  offer  protection  against 
broken  legs.  One  source  is  Magline,  Inc., 
Pinconning,  Michigan. 

Progress  in  fluorescent  light 

Both  G-E  and  Sylvania  have  recently 
announced  new  improvements  in  fluores¬ 
cent  lighting. 

Sylvania  has  a  new  lamp  featuring  an 
internal  reflection  which  allows  light  to 
be  directed  in  any  desired  direction.  The 
lamp  can  be  twisted  as  desired.  This  means, 
of  course,  new  parts  for  all  fixtures.  On  the 
other  hand,  bare  lights  can  now  be  used  in 
many  situations  not  heretofore  practical. 

Of  particular  interest  to  property  man¬ 
agers,  an  outstanding  feature  of  this  direc¬ 
tional  reflector  fluorescent  lamp  is  the 
fact  that  when  light  is  sent  downward  (not 
cove  lighting),  the  light  does  not  lose  in¬ 
tensity  from  dust  accumulating  on  top  of 
the  tube.  To  maintain  adequate  foot- 
candles  today,  it  is  necessary  to  regularly 
remove  old  lamps,  wash  them,  and  replace 
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them.  Because  the  reflection  in  the  new 
Sylvania  is  inside  the  tube,  dust  cannot 
build  up  on  it. 

G-E  has  come  up  with  a  “power-groove” 
lamp  that  provides  twice  as  much  light 
from  the  same  length  of  tube.  It’s  a  queer¬ 
looking  lamp  with  grooves  and  bulges. 
They’ll  be  available  in  four-  and  eight-foot 
lengths.  They’re  really  something,  and  use¬ 
ful  in  present  installations  where  reflectors 
are  essential. 

just  to  give  some  idea  of  how  difficult 
it  is  to  keep  up  in  this  field,  listed  below 
are  the  milestones  of  G-E  alone,  which 
started  to  manufacture  fluorescent  lamps 
in  1938: 

1939—  4o-\vatt  fluorcsccnts  (most  common  today, 
17  years  later). 

1940— 100-watt  fluorescent. 

1943—  Circline,  which  made  possible  kitchen  and 
bathroom  overheads  and  use  in  floor  and 
table  lamps. 

1944—  Instant  start  (starters  eliminated,  in  some 
areas). 

1944— Slimline,  larger  tubes. 

1948— 85-watt,  same  light  output  as  the  1940  100- 
watt  but  with  a  15  per  cent  saving. 

1949—  Cool  and  Warm  White,  first  balanced 
color  rendition. 

1952— Rapid  Start,  eliminated  starters  without 
increasing  cost  of  light. 

1954— High  Output  Fluoresceiits,  40  per  cent 
more  light  from  same  length  tube. 

1956— Power  Groove,  available  this  winter. 

And  that  is  what  makes  it  difficult  to  be 
a  good  property  manager.  There  is  no  room 
to  sit  back  and  accept  last  year’s  products 
as  being  the  best  this  year. 

Unusual  sidewalks 

The  following  request  was  received  from 
realtor  Norman  H.  McLeod,  Lewiston, 
Idaho,  who  like  all  good  property  managers 
is  looking  for  ways  to  give  that  extra  bit  of 
service  to  his  client: 


_ ^ 

We  are  about  to  replace  200  by  15  feet  of  side¬ 
walk  in  the  center  of  the  central  business  district. 
Would  like  something  quite  outstanding  in  looks 
and  attractive,  yet  not  too  expensive,  but  safe. 
VV^e  all  know  of  the  good  qualities  of  cement, 
and  it  is  as  reasonable  in  price,  or  more  so,  than 
anything  else  we  might  use.  Do  you  have  any 
suggestions  you  might  offer  on  any  other  ma¬ 
terials,  or  can  we  do  anything  else  with  cement 
than  perhaps  color  it,  to  get  away  from  the  old, 
drab  gray? 

Our  answer  is  below,  but  this  depart¬ 
ment  would  like  to  hear  from  readers  on 
the  question. 

Frankly,  there  are  only  two  substances 
that  we  feel  do  a  really  good  job  of  provid¬ 
ing  outside  sidewalk  surface  for  downtown 
buildings.  One  of  them  is  black  topping, 
which  tracks  during  hot  weather,  and  the 
other  is  cement. 

We  have  seen  terrazzo  applied  outside  in 
interesting  designs,  but  we  have  never  yet 
seen  it  when  it  did  not  get  slippery  in  wet 
weather  after  a  period  of  time.  Brick  and 
paving  stones  are,  of  course,  different,  but 
the  cement  wears  at  a  different  rate  than 
the  bricks  and  stones  and  creates  hazardous 
walking  sooner  or  later.  Tile  cracks.  Inlaid 
metal  is  slippery  in  wet  weather. 

It  would  be  our  suggestion,  if  the  city 
building  commissioner  would  approve  it, 
to  use  a  combination  of  colored  cement 
and  design.  This  can  be  done  so  as  to  direct 
traffic  into  the  stores  and,  with  a  good  de¬ 
signer,  can  be  done  in  angular  form  which 
avoids  curved  cement  forms.  Done  by  a 
good  designer,  this  could  create  an  unusual 
conversation  piece,  direct  pedestrian  traffic, 
and  cost  very  little  more  than  straight  ce¬ 
ment  walks. 

Concrete  nailing 

A  relatively  simple  device  to  fasten  things 
to  concrete,  brick,  etc.,  is  a  new  power  drive 
tool  put  out  by  Hilti  Rapid  Fastening  Sys¬ 
tems,  Inc.  The  system  depends  upon  con- 
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trolled  pressure,  but  unlike  some  of  the 
more  complicated  systems  which  require 
shooting  the  fasteners  into  the  concrete,  it 
can  be  done  merely  with  a  hammer.  No 
drilling  or  any  other  preparation  of  the  sur¬ 
face  is  required.  The  address  is  55  Van 
Dam  Street,  New  York  13,  New  York. 

Another  source  of  devices  for  hammering 
fasteners  into  concrete  and  steel  is  the 
Shure-Set  made  by  Ramset  Fastening 
System  of  Cleveland.  But  it  isn’t  inex¬ 
pensive,  $27.95,  and  is  a  good  purchase  only 
where  it  will  be  used  often. 

Anchoring  compound 

If  you’re  not  happy  with  your  present 
filler  for  old  screw  holes  in  wood,  plaster, 
etc.,  you  might  try  Philplug,  which  is  avail¬ 
able  at  many  hardware  stores.  It  costs  59 
cents  for  a  size  that  will  fill  40  to  50  old 
holes,  and  will  even  hold  down  hinges. 

Movable  partitions 

The  following  letter  was  received  from 
Loren  L.  Whitehead,  Rockford,  Illinois: 

I  am  writing  for  information  in  regard  to  obtain¬ 
ing  a  list  of  firms  that  manufacture  movable  steel 
or  wood  office  partitions.  I  would  like  to  contact 
some  of  them  and  find  out  prices  in  an  effort  to 
determine  whether  they  are  more  economical  to 
use  than  conventional  partitions. 

Listed  below  are  a  number  of  different 
manufacturers  of  movable  steel  partitions. 
They  should  give  wide  range  for  choice: 

Monning  Steel  Partitions,  Inc.,  58-78  56th  Street, 
Maspeth  78,  New  York— steel  and  glass  movable 
partitions. 

National  Steel  Partitions  Ck).,  Inc.,  602  East  156th 
Street,  New  York,  N.  Y.— steel  or  steel  and  glass 
movable  partitions. 

Weber  Showcase  and  Fixture  Co.,  57th  and 
Avalon  Blvd.,  Los  Angeles,  11,  California. 
Unistrut  Products  Co.,  1015  West  Washington 
Blvd.,  Chicago,  Ill.,  steel. 

The  Kennear  Mfg.  Co.,  736-786  Fields  Avenue, 
Columbus  16,  Ohio  wood  or  steel. 


Woodall  Industries,  Inc.,  3500  Oakton,  Skokie, 

Illinois— “Glideal”  sliding  panels  of  Masonite 

presdwoods. 

American  Sanitary  Partition  Corp.,  37-03  21st 

Street,  Long  Island  City,  New  York— steel. 

In  addition,  and  of  special  interest,  are 
the  extruded  aluminum  channels  made  by 
Erdle  Perforating  Company  of  Rochester, 
N.  Y.  By  inserting  hardboard  or  other 
panels  into  the  slots  in  the  extrusions  and 
snapping  together  the  two  sets,  you  have  a 
quickly  erected  wall. 

The  extrusions  are  made  variously  for 
inside  and  outside  corners,  edging,  and  so 
on.  The  extrusions  are  readily  attached  to 
walls  on  studs.  It’s  a  quickie  way  for  offices 
and  store  space  where  turnover  is  high  or 
where  the  rent  doesn’t  justify  expensive 
walls. 

Fenestra  even  has  movable  fire  partition 
panels  rated  at  2 hours.  Where  insurance 
rates  would  be  helped  in  store  space,  ga¬ 
rages,  warehouses,  or  factories,  these  are 
really  fine  operations.  Paint  booths  are  an¬ 
other  particularly  fine  insurance  saving 
area  for  such  panels.  They’re  worth  check¬ 
ing  into  if  you  have  an  application. 

Textured  rubber  tile 

We  haven’t  made  an  installation  yet,  be¬ 
cause  we’re  a  little  afraid  of  maintenance 
costs,  but  American  Mat  Corporation,  1745 
Adams  Street,  Toledo  2,  Ohio,  has  a  new 
“Tweed”  rubber  tile.  It  comes  in  a  variety 
of  patterns  and  colors  and  sizes  range  from 
9-in.  by  9-in.,  9-in.  by  18-in.  to  27-in.  by 
27-in.  for  the  tiles.  Thicknesses  vary,  from 
i/^-in.,  3/ 16-in.  to  1/4 -in. 

On  the  other  hand,  for  certain  applica¬ 
tions  where  the  “feel”  of  carpeting  is  de¬ 
sirable,  but  the  cost  of  constant  shampooing 
and  depreciation  would  be  high,  there 
might  be  a  place  for  it. 
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Upgrading  table  and  other  tops 

Old  furniture,  kitchen  counters  and 
room  dividers  can  often  be  upgraded  in 
visual  appearance  with  ingenious  use  of 
old  and  new  materials.  In  the  process,  costs 
of  future  maintenance  are  often  brought 
down  enough  to  amortize  the  cost  of  instal¬ 
lation. 

For  example,  ceramic  tile  can  readily  be 
applied  with  some  of  the  new  adhesives. 
And  plaster  to  fill  the  cracks  can  be  tinted, 
too. 

Plastic  countertop  materials  (hard) 
hardly  need  be  mentioned.  But  fairly  new 
are  the  designs  in  adhesive-backed  vinyl 
plastic  sheets.  These  are  the  easiest  of  all  to 
apply.  Also  new  are  the  Meyercord  plastic 
veneers  in  wood  and  marble  finishes  that 
are  applied  just  like  a  decalcomania,  be¬ 
lieve  it  or  not.  Meyercord’s  plastic  veneer  is 
cut  to  size,  dipped  in  water  to  remove  paper 
backing,  and  placed  on  a  previously  var¬ 
nished  surface  that  has  been  coated  with 
a  special  cement.  A  coat  of  satin  varnish 
prepares  the  top  for  use.  These  are  par¬ 
ticularly  nice  because  they  can  be  extended 
right  down  over  the  edge  of  the  top. 

Foot  warmers 

Something  to  think  about  for  fall  and 
winter  is  the  neoprene  mat  foot  warmers 
that  are  now  available.  They  are  excellent 
for  doormen  or  receiving  office  personnel. 
They  have  reached  a  price  ($7.95)  which 
gives  little  excuse  for  not  having  them,  and 
they  use  less  than  a  75-watt  lamp  for  the 
14  by  21 -inch  size.  Just  standing  on  them 
keeps  shoes  warm,  which  keeps  the  feet 
warm. 

Available  from  General  Industrial  Manu¬ 
facturing  Company,  5750  North  Elston  Av¬ 
enue,  Chicago  30,  Illinois. 


Rubber foam  vs  plastic  foam 

A  welcome  fight  over  the  market  for  foam 
paddings  is  rapidly  taking  form.  It’s  not 
even  as  simple  as  plastic  vs  rubber.  It’s  be¬ 
tween  foam  rubber,  urethane  foam  and  vinyl 
foam. 

Besides  pure  economic  competition,  there 
are  other  pros  and  cons.  Foam  rubber  is  in¬ 
flammable  while  neither  of  the  plastics  is 
combustible.  That  means  a  lot  in  hotels  and 
apartment  hotels.  Even  insurance  rates  may 
some  day  be  affected  by  whether  hotel  mat¬ 
tresses  can  catch  fire  and  burn— and  very 
reasonably  so,  considering  the  prevalence 
of  smoking  in  bed. 

While  plastic  foam  is  still  not  in  top  pro¬ 
duction,  and  can  assuredly  be  manufactured 
more  economically  as  volume  rises,  it  is  still 
cheaper  right  now  than  foam  rubber.  And 
when  we  say  rubber,  we  refer  to  latex  rub¬ 
ber  rather  than  synthetics.  Prices  now  run 
about  45  cents  for  urethane,  49  cents  for 
vinyl,  and  52  cents  for  rubber  for  a  square 
foot,  one-inch  thick.  These  price  differen¬ 
tials,  relatively  small  potatoes  to  a  home- 
owner,  are  worth  noting  when  you’re  in 
property  management. 

An  even  further  advantage  of  the  plastics 
is  weight.  Vinyl  foam  is  33-M5  per  cent 
lighter,  and  urethane  foam  is  63  per  cent 
lighter  than  rubber  foam  in  the  same  size. 
Moving  furniture  over  rugs  wears  them  out 
in  direct  ratio  to  furniture  weight.  And 
turning  mattresses  of  urethane  would  be 
child’s  play  compared  to  hefting  rubber 
foam.  We  know  because  we  have  to  help  at 
home  to  turn  our  own  rubber  one. 

We’re  a  long  way  from  seeing  universal 
use  of  the  plastic  foams,  for  production  rea¬ 
sons.  Last  year’s  production  of  plastic  foams 
of  both  types  was  only  about  3  per  cent  of 
the  total  of  foam  rubber.  So  it  may  be  some 
time  before  the  salesmen  start  pounding  a 
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path  to  your  door.  But  then,  some  property 
managers  will  see  to  it  that,  while  the  3  per 
cent  is  small,  they’ll  get  more  than  is  offered 
—by  asking. 

Foamglass 

While  rigid  foam  for  insulation  and  other 
purposes  has  been  pretty  well  the  field  of 
styrene  plastic,  Pittsburgh  Corning  has 
blasted  its  way  into  the  field  with  their 
Foamglass.  It’s  name  is  their  copyright. 

Foamglass  like  rigid  plastic  foam  is  im¬ 
pervious  to  water,  strong  and  rigid,  and  of 
relatively  light  weight.  It  is  even  more  fire¬ 
proof  than  the  plastic  which,  while  it  will 
not  support  combustion,  w’ill  melt  and  open 
airways  when  under  strong  heat. 

In  addition,  the  Foamglass  is  much  easier 
to  cut  than  is  the  plastic  rigid  foam.  This 
has  been  one  of  the  chief  disadvantages  of 
plastic  rigid  foam  in  the  past.  Major  differ¬ 
ence  in  appearance  is  that  the  white  of  the 
plastic  is  replaced  by  a  dark  color  in  the 
Foamglass.  Under  certain  circumstances, 
this  may  be  a  disadvantage. 

General  materials  address 

Sometimes  we  slip,  as  per  the  following 
letter: 

Dear  Sir: 

In  the  1955  Winter  edition  of  the  Journal  of 
Property  Management,  you  mention  a  concrete 
glue  manufactured  by  General  Materials  Com¬ 
pany.  Would  you  be  kind  enough  to  forward 
me  the  correct  address  of  this  company  so  that 
I  may  pursue  this  further? 

Very  truly  yours, 

Frank  R.  Di  Pace 

E.  I.  du  Pont  de  Nemours 

&  Co.,  Inc. 

Wilmington,  Delaware 

VV^e  really  should  always  include  names  and 
addresses,  but  sometimes  we’re  backward 
about  such  obvious  “plugs.”  In  any  event, 
for  those  interested,  the  correct  name  and 


address  is:  General  Material  Company,  650  | 

Rosedale,  St.  Louis  12,  Missouri.  ' 

Transistor  radio  | 

In  the  larger  apartment  and  office  build¬ 
ings,  proper  utilization  of  maintenance  and 
repair  personnel  is  limited  by  communica¬ 
tions.  A  new  small  transistor  radio  system 
now  provides  building  maintenance  crews  , 
and  men  with  the  same  advantages  as  the 
radio-equipped  cabs.  Only  problem  is  that 
they  are  one-way.  However,  this  problem  is 
overcome  by  the  maintenance  men  being 
able  to  call  the  building  office  with  reports 
regularly  over  phones  from  the  offices  and 
apartments  in  which  they  are  working. 

To  find  out  more  about  the  system  you 
might  like  to  write  to  Bruce  K.  Goodman,  j 
owner-manager.  The  Carlson  Building,  ' 
Evanston,  Illinois,  for  his  experiences  with  | 
the  new  device.  1 

The  radio  receiver  is  smaller  than  a  pack¬ 
age  of  cigarettes  and  has  a  wire  leading  to 
a  tiny  loud  speaker.  The  loud  speaker  is 
clipped  onto  the  shirt  collar  and  each  em¬ 
ployee  or  maintenance  crew  has  a  special 
call  number  that  is  transmitted  by  the  num-  | 
ber  of  beats  at  The  Carlson  Building.  How¬ 
ever,  this  could  be  replaced  by  giving  each 
one  a  number,  in  larger  buildings,  after  the 
manner  of  the  police  calling  “car  number 
four.” 

The  job  information  is  transmitted  by 
the  switchboard  operator  or  maintenance 
manager  as  soon  as  a  problem  is  received, 
whether  it  is  a  fuse,  lights,  repairs,  or  any¬ 
thing  else.  The  job  is  taken  care  of  by  going 
directly  to  the  apartment  or  office  in  trouble. 
Rejxu  ts  are  then  made  back  to  the  manager 
of  jobs  completed,  over  phones. 

At  The  Carlson  Building,  the  owner- 
manager  also  carries  one  of  the  dicto-graph 
instruments  when  he  is  going  around  the 
building.  He  states  that  it  has  been  a  tre- 
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mendous  time-saver  for  him  because  he  can 
take  any  calls  that  come  in,  without  having 
to  return  to  his  office.  Mr.  Goodman  also 
reports  that  the  system  has  created  tenant 
good  will  because  of  the  speed  of  arrival  of 
the  maintenance  man  or  the  manager. 

New  caulking  and  glazing 
compound 

A  new  caulking  and  glazing  compound 
that  may  solve  many  problems  for  all  of  us 
is  polysulfide  liquid  polymer.  This  new 
plastic  does  not  deteriorate  or  get  hard  and 
brittle,  and  it  holds  its  rubbery  consistency, 
so  it  can  expand  and  contract. 

A  number  of  manufacturers  of  building 
sealers  are  working  with  it  now,  such  as 
Tremco  Manufacturing  Company.  Write 
to  Thiokol  Chemical  Corp.,  776  N.  Clinton, 
Trenton  7,  N.  J.,  for  other  manufacturers. 
Thiokol  makes  the  liquid  polymers. 

Firms  which  are  producing  elastromeric 
caulking  compounds  at  the  time  of  writing 
include: 

Minnesota  Mining  &  Mfg.  Co. 

411  Piquette  Avenue 

Detroit,  Michigan 

The  Tremco  Mfg.  Co. 

8701  Kinsman  Road 

Cleveland,  Ohio 

Servicized  Products  Corp. 

6051  West  65th  Street 

Chicago  58,  Illinois 

Products  Research  Co. 

3126  Los  Feliz  Blvd. 

Los  Angeles,  California 

Presstite  Engineering  Co. 

39th  &  Chouteau  Streets 

St.  Louis,  Missouri 

Coast  Pro-Seal  8c  Mfg.  Co. 

1507  Grande  Visto  Avenue 

Los  Angeles,  California 

Rubber  posts 

Where  a  lot  of  children  are  running 
around  an  apartment  house  and  an  accident 


or  two  has  already  happened  or  could  easily 
happen,  rubber  posts  with  aluminum  chain 
may  be  the  solution.  They  bend  when  neces¬ 
sary  to  discourage  sitting.  They  also  do  not 
inflict  wounds  when  run  into.  Yet  they  pro¬ 
vide  as  good  a  safety  barrier  as  possible 
around  grass  areas,  parking  lots  and  such. 

The  posts  from  Goodyear  and  the  alumi¬ 
num  chain  are  available  from  Al-Re-ka 
Products,  Inc.,  16  West  Utica,  Buffalo  9. 
New  York. 

Wanted — information  on fiberglas 
roofing 

Occasionally,  because  it  is  impossible  for 
one  person  or  his  personal  acquaintances  to 
have  all  the  available  experience,  we  have 
come  to  other  property  managers  for  that 
experience.  We  would  like  information 
from  anyone  who  has  put  in  a  new  Fiberglas 
reinforced  roofing,  particularly  anyone  who 
has  had  it  in  for  any  length  of  time. 

We  should  point  out  that  Fiberglas  is 
registered  at  the  U.  S.  Patent  Office  by 
Owens-Corning  Fiberglas  Corporation  who 
bonds  these  roofs  for  “up  to  20  years.” 

Fall — lawns — shrubs 

Depending  upon  the  section  of  the  coun¬ 
try,  Fall  is  the  time  to  prepare  for  next  year’s 
lawn.  Fertilizer  is  particularly  well  applied 
in  the  Fall  where  Winter  rains  and  snow  can 
take  it  down  into  the  ground  and  where  it 
can  be  absorbed  into  the  soil  prior  to  Spring 
and  Summer  droughts.  The  same  is  true  of 
shrubs  and  trees  which  in  many  climates 
should  be  put  in  in  the  Fall  and  in  the 
colder  climates  ground  prepared  in  the  Fall 
for  Spring  planting. 

Fire  escape  repair 

When  metal  platforms,  stair  and  ladder 
steps,  catwalks,  balconies  or  fire  escapes  need 
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repair,  consideration  of  some  of  the  new  ma¬ 
terials  used  in  place  of  the  square  rods  can 
be  advantageous.  Some  afford  better  con¬ 
struction;  others  cost  less  than  materials 
used  previously. 

Two  companies  that  should  be  considered 
are  Grip-Strut  Division,  Globe  Company, 
4014  South  Princeton,  Chicago  9,  Illinois 
and  Klemp  Metal  Grating  Corporation, 
660 1  South  Melvina  Avenue,  Chicago  38, 
Illinois. 

Building  lighting 

New  industrial  plants  have  exhibited 
what  can  be  done  with  creative  lighting  of 
the  exterior  of  buildings.  Certainly,  well 
planned  and  timed  lighting  of  exteriors  can 
do  much  to  draw  attention  to  the  building 
and  its  good  points,  and  attract  new  tenants 
as  well  as  create  pride  among  present  ten¬ 
ants. 

A  drive  through  any  apartment  building 
area  should  adequately  prepare  any  prop¬ 
erty  manager  for  a  thorough  discussion  on 
this  subject.  The  old  fashioned  lighting  with 
lantern  posts  or  unimaginative  hanging 
lamps  on  each  side  of  the  door  leave  much 
opportunity  for  upgrading  of  a  building 
with  a  minimum  of  expense  and  a  maxi¬ 
mum  of  creativeness. 

While  lighting  engineers  will  be  happy  to 
help  you  out  with  this,  if  you  consider  just 
one  single  type  of  unusual  lighting  you  may 
be  able  to  prove  to  yourself  and  to  your 
clients  the  advantages  of  the  small  invest¬ 
ment  and  expense  of  operation. 

Take  an  area  around  a  building,  install 
garden  type  lights  with  spun  steel  domes, 
allowing  no  light  to  go  upwards  but  reflect¬ 
ing  all  light  on  the  grounds  and  shrubs 
nearby;  you  will  achieve  an  effect  that  will 
make  the  building  stand  out  from  all  others 
in  the  neighborhood  and  prepare  the  pro¬ 
spective  tenant  or  the  guests  of  present 


tenants  for  modern  management  on  the  in¬ 
terior. 

Courtyards  are  back 

More  and  more  homes  are  being  planned 
with  entrance  or  completely  enclosed  court¬ 
yards.  Every  property  manager  knows  the 
problems  of  courtyards  and  certainly  most 
of  the  old  style  brick  walls  lend  little  to  the 
atmosphere  of  the  present  day  apartment 
building.  With  a  slight  amount  of  imagina¬ 
tion  attractive  courtyards  are  an  excellent 
possibility. 

A  few  bricks  removed  and  replaced  with 
glass  bricks  in  the  old  wall,  or  the  construc¬ 
tion  of  a  completely  new  courtyard  with 
wood  in  one  of  the  unusual  forms  of  fences, 
can  again  make  that  building  which  you 
manage  a  standout  on  the  street.  The  cost 
of  such  face  lifters  is  small  where  vacancies 
exist  or  rent  increases  are  desired. 

Slide— free 

An  unusual  thing  happened  when  I  was 
visiting  a  fellow  property  manager  and  we 
made  a  tour  of  a  building.  As  we  went  from 
room  to  room  inspecting  recently  vacated 
apartments,  apartments  being  re-decorated, 
etc.,  the  manager  constantly  pulled  open 
drawers  and  cabinets.  He  gave  no  sign  that 
he  was  even  conscious  of  the  process  until 
he  had  to  pull  a  little  hard  on  a  drawer.  Sud¬ 
denly  he  whipped  out  of  his  pocket  one  of 
those  small  polyethylene  bottles,  squirted 
some  liquid  on  the  drawer,  closed  it  and 
walked  off.  As  they  say,  he  did  this  without 
even  missing  a  verb  in  a  sentence. 

Being  an  editor,  we  obviously  asked  the 
question.  He  informed  us  that  the  little  bot¬ 
tle  contained  a  product  called  “Slide-Free.” 
He  also  informed  us  that  it  shrinks  wood 
and  impregnates  it  with  lubricant  that  is 
non-oily.  We’ll  have  to  try  it.  You  may  want 
to,  too. 


Mew  Certifications 

INSTITUTE  OF  REAL  ESTATE  MANAGEMENT 

The  title  of  “Certified  Property  Manager”  has  been  conferred  upon  the 
following  individuals  by  the  Institute  of  Real  Estate  Management. 


HILDA  FRIEDMAN  I ALENFELD 
1436  Fifth  Avenue 
Pittsburgh,  Pennsylvania 

Born,  Pittsburgh,  Pennsylvania,  December  28,  1903: 
owner  of  Talenfeld  and  Fineberg  of  Pittsburgh; 
specializes  in  management  of  residential,  apartment 
and  store  properties;  actively  engaged  in  real  estate 
for  29  years,  primarily  in  the  management  field, 
although  experience  includes  appraising,  sales, 
mortgage  lending  and  insurance;  holds  B.S.  degree 
from  the  University  of  Pittsburgh  and  received 
recognition  for  high  scholarship;  later  entered 
graduate  study  at  the  University;  is  a  member  of 
the  Pittsburgh  Real  Estate  Board  and  the  Women’s 
Council  of  the  National  Association  of  Real  Estate 
Boards;  member,  American  Numismatic  Association 
and  Delta  Phi  Epsilon  Sorority,  Eta  Chapter;  pro¬ 
fessional  territory  covers  metropolitan  Pittsburgh. 


HAROLD  DICKINS 
Huron  &  Erie  Building 
London,  Ontario,  Canada 

Born,  Lucan,  Ontario,  Canada,  February  26,  1914: 
serves  as  real,  estate  inspector  and  manager  of  the 
property  management  department  of  the  Canada 
Trust  Company;  experience  includes  9  years  in  the 
property  management  field,  appraisal  :;nd  planning 
and  supervision  of  alterations,  renovations  and 
major  repair  of  properties;  specializes  in  man¬ 
agement  of  residential,  apartment  and  store 
properties;  studied  accounting  through  the  Interna¬ 
tional  Accountants  Society  and  attended  business, 
college  in  Ontario;  is  an  active  associate  member  of 
the  London  Real  Estate  Board  and  is  active  in 
religious  and  civic  affairs  in  that  community;  com¬ 
pleted  the  IREM  management  course  held  at 
Niagara  Falls,  Ontario,  Canada  (1955);  professional 
territory  includes  London,  Stratford,  Sarnia  and 
surrounding  districu. 
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National  and  Chapter  Officers 

INSTITUTE  OF  REAL  ESTATE  MANAGEMENT 


NATIONAL  OFFICERS-1956 


PRESIDENT 
William  A.  P.  Watkins 

134  N.  LaSalle  Street . Chicago,  111. 

REGIONAL  VICE  PRESIDENTS 
New  Jersey,  New  York 
Edmund  D.  Cook 

190  Nassau  St . Princeton,  N.  J. 

Michigan,  Ohio,  Manitoba,  Ontario 
Raymond  Bosley 

*7  Wellesley  St . Toronto,  Ont.,  Can. 

Arkansas,  Kansas,  Missouri,  Oklahoma 
Charles  Ciiristel 

111  N.  Fourth  St . St.  Louis,  Mo. 

Alabama,  Florida,  Georgia,  Mississippi,  Puerto  Rico 

Robert  |.  Dotson 

112  W.  Congress  St . Savannah,  Ca. 

Kentucky,  North  Carolina,  South  Carolina, 

Tennessee,  Virginia 

WlLLIA.M  D.  GaLBREATH 

56  N.  Main  St . Memphis,  Tenn. 

Delaware,  Washington,  D.  C.,  Maryland, 

Pennsylvania,  West  Virginia 
William  McAinsh,  Jr. 

1200  Fifteenth  St.,  N.  W . Washington,  D.  C. 

California,  Nevada,  Philippine  Islands, 

Hawaiian  Islands 

Stephen  L.  Melnyk 

6137  York  Blvd . Los  Angeles,  Calif. 

Louisiana,  Texas 

Henry  S.  Miller,  Jr. 

405  Southland  Life  Bldg . Dallas,  Tex. 

Arizona,  Colorado,  New  Mexico,  Utah,  Wyoming 
Robert  Padt.ett 

ig  E.  Pikes  Peak . Colorado  Springs,  Colo. 

Imea,  Minnesota,  Nebraska,  North  Dakota, 

South  Dakota 

Lloyd  M.  Peterson 

500  First  Natl.  Bank  Bldg . Omaha,  Nebr. 

Illinois,  Indiana,  Wisconsin 
Harold  J.  Rieger 

208  S.  LaSalle  St . Chicago,  III. 

Alaska,  Idaho,  Montana,  Oregon,  Washington 
Waldemar  Spliid 

212  Corliett  Bldg . Portland,  Ore. 

Connecticut,  Maine,  Massachusetts,  New  Hampshire, 
Rhode  Island,  Vermont,  Quebec 
Harold  E.  Waldron 

645  Hancock  St . Quincy,  Mass. 


Eugene  P.  Conser.  Secretary 

36  .South  Wabash  Avenue . . Chicago,  Ill. 
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C.  Armel  Nutter,  Treasurer 

509  Cooper  Street . Camden,  N.  J. 

J.  Ernest  Kuehner,  Director,  Research  Division 

326  Tower  Grove  Drive . St.  Louis,  Mo. 

Olive  Dyer,  Executive  Secretary 

36  South  Wabash  Avenue . Chicago,  Ill. 


GOVERNING  COUNCIL 


Term  Expiring  December  ji,  igyS 


Warner  G.  Baird _ 

George  C.  Brush . . . . . 

Edmund  D.  Cook _ 

Robert  J.  Dotson... 

Arthur  Eckstein . 

Lloyd  D.  Hanford... 
Robert  T.  Highfield 

Carl  A.  Mayer . 

Lloyd  E.  Peterson _ 

George  J.  Pipe . . 

Harold  J.  Rieger . 

Raymond  K.  Sheriff. 

Waldemar  Spliid . 

R.  Gordon  Tarr - 

Harold  E.  Waldron.  . 


. Chicago,  III. 

. .  Los  Angeles,  Calif. 
. . . .  Princeton,  N.  J. 

. Savannah,  Ga. 

. New  York.  N.  Y. 

San  Francisco.  Calif. 
..Washington,  D.  C. 
....Cincinnati,  Ohio 

. Omaha,  Nebr. 

. Detroit,  Mich. 

. Chicago,  111. 

. . .  Kansas  City,  Mo. 

. Portland,  Ore. 

....Cincinnati,  Ohio 
. Quincy,  Mass. 


Term  Expiring  December  ji,  ipyy 


A.  T.  Beckwith . 

William  S.  Brenza . 

Bertram  A.  Druker _ 

Hal  Easton . 

Emanuel  E.  Falk . 

William  D.  Galbreath 
Albert  T.  Grimstead.  . . 

Charles  J.  Kydd . 

John  J.  Lawler,  Jr . 

William  McAinsh,  Jr... 

Stephen  L.  Melnyk _ 

J.  Wallace  Paletou... 

Carlton  Schultz . 

Irving  F.  Truitt . 

Richard  V.  Works . 


. Miami,  Fla. 

. Miami,  Fla. 

. Boston,  Mass. 

. Omaha,  Nebr. 

.Newport  News,  Va. 
. . . .  Memphis,  Tenn. 
Montreal,  Que.,  Can. 
..East  Orange,  N.  J. 

. Pittsburgh,  Pa. 

...Washington,  D.  C. 
. .  Los  Angeles,  Calif. 
. . .  New  Orleans,  La. 

. Cleveland,  Ohio 

...Norfolk,  Virginia 
. Dallas,  Texas 


GOVERNING  COUNCIL 
Term  Expiring  December  )t,  7956 

Howard  Bliss . Detroit,  Mich. 

Raymond  Bosley . Toronto,  Can. 

Kendall  Cady . Chicago,  III. 

Charles  Christel . St.  Louis,  Mo. 

Berkley  W.  Duck,  Jr . Indianapolis,  Ind. 

Damian  P.  Ducy . Pueblo,  Colo. 


National  and  Chapter  Officers 
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William  S.  Everett . Chicago,  Ill. 

Maxine  R.  Hammond . Dayton,  Ohio 

Henry  Miller,  Jr . Dallas,  Tex. 

Robert  Padoett . Colorado  Springs,  Colo. 

Durand  Taylor . New  York,  N.  V’. 

Felix  Thoeren . Beverly  Hills,  Calif. 

R.  B.  Wacgoman . Albuquerque,  New  Mex. 

Boyd  E.  Wilson . New  York,  N.  Y. 

F.  Orin  Woodbury . Salt  Lake  City,  Utah 


Representing  Board  of  Directors,  NAREB 
James  .M.  Udall . Los  Angeles,  Calif. 

Past  Presidents  on  Governing  Council 

Ormonde  A.  Kieb . Washington,  D.  C. 

Henry  G.  Beaumont . Beverly  Fltlls,  Calif. 

Stanley  W.  Arnheim . Pittsburgh,  Pa. 

J.  Russell  Doiron . Baton  Rouge,  l.a. 

William  A.  Walters,  Sr . I.os  Angeles,  Calif. 


CHAPTER  OFFICERS,  1956 


NEW  JERSEY  CHAPTER 
Frank  B.  Marino,  President 

24  Commerce  Street . Newark,  N.  J. 

Charles  T.  Shakarjian,  First  Pice  President 

2506  Bergenline  Avenue . Union  City,  N.  J. 

Henry  N.  Sta.m,  Second  Vice  President 

t  u  Colt  .Street . Paterson,  N.  J, 

Vincent  A.  Buono,  Third  Vice  President 

73  Main  Street . Hackensack,  N.  J. 

Rowland  R.  Harden,  Jr.,  Fourth  Vice  President 

200  Marne  Avenue . Haddonfleld,  N.  J. 

I  Allred  London,  Treasurer 


'  276  Hobart  Street . Perth  Amboy,  N.  J. 

Sanford  Krasner,  Secretary 

*  60  Park  Place . Newark,  \.  J. 

PHILADELPHIA  CHAPTER 

IH.  Walter  Graves,  President 

200  Bankers  Securities  Building . Philadelphia,  Pa. 


I  NEW  ENGLAND  CHAPTER 

I  Henry  G.  Kiooen,  President 

1278  Beacon  Street . Brookline,  Mass. 

'  Charles  F.  Blevins,  Vice  President 

19  Garden  Street . Cambridge,  Mass. 

Myron  C.  Roberts,  Secretary-Treasurer 

1440  Beacon  St . Brookline,  Mass. 

MICHIGAN  CHAPTER 
■  Louis  L.  Pienta,  President 

2216  Dime  Building . Detroit,  Mich. 

Roy  C.  Hestwood,  Vice  President 

1027  Penobscot  Building . Detroit,  Mich. 

Edward  G.  Ball,  Secretary -Treasurer 

13440  W.  Seven  Mile  Road . Detroit,  Mich. 

LOS  ANGELES  CHAPTER 
f  William  Walters,  Jr.,  President 

3923  West  Sixth  Street . Los  Angeles,  Calif. 

Stephen  L.  Melnyk,  First  Vice  President 

6137  York  Blvd . Los  Angeles,  Calif. 

James  O.  Vandervoort,  Second  Vice  President 

1269  Westwood  Avenue . Los  Angeles,  Calif. 

1  Allan  Storms,  Secretary -Treasurer 

760  South  Hill  Street . Los  Angeles,  Calif. 


PITTSBURGH  CHAPTER 


Georc.e  H.  Hacke,  President 

611-613  Sandusky  Street . Pittsburgh,  Pa. 

Joseph  J.  Gumberc,  Vice  President 

630  Grant  Building . Pittsburgh,  Pa. 

Paul  H.  Rittle,  Secretary-Treasurer 

812  East  Street . Pittsburgh,  Pa. 


GREATER  METROPOLITAN 
WASHINGTON  CHAPTER 
George  E.  Lochte,  President 

lyiK)  Eye  Street.  N.W . Washington.  D.  C. 

Edward  J.  Walsh,  First  Vice  President 

815  Eleventh  Street,  N.W . Washington,  D.  C. 

Anthony  G.  Denice,  Second  Vice  President 

2222  Wilson  Boulevard . Arlington,  Va. 

Robert  A.  Humphries,  Secretary 

808  N.  Capitol  Street . Washington,  D.  C. 

John  W.  Cassidy,  Treasurer 

1931  K  Street,  N.W . Washington,  D.  C. 

CINCINNATI  CHAPTER 
John  W.  Boers,  President 

612  W.  Fifth  Street . Cincinnati,  Ohio 

R.  Gordon  Tarr.  Vice  President 

612  W.  Fifth  Street . Cincinnati,  Ohio 

Harry  J.  Mohlman,  Secretary-Treasurer 

6i2  Mercantile  Library  Building . Cincinnati,  Ohio 

TULSA  CHAPTER 
Morris  W,  Turner,  President 

1 1  W.  Sixth  Street . 

Lee  MON  W.  Nix,  Vice  President 

1754  Utica  Square . 

l.isiEK  C.  Greene,  Secretary -Treasurer 
820  S.  Main  Street . . 

.ST.  LOUIS  CHAPTER 
Adolph  N.  Soei.l,  President 

4908  Delmar  Blvd . St.  Louis,  Mo. 

Sam  Michelson,  Vice  President 

719  Chestnut  Street . St.  Louis,  Mo. 

Paul  H.  Lewis,  Secretary-Treasurer 

6401  Manchester  Avenue . St.  Louis,  Mo. 

NEBRASKA-IOWA  CHAPTER 
Jack  R.  Evahn,  President 

1029  Park  Ave . Omaha,  Nebr. 


.Tulsa,  Okla. 
.Tulsa,  Okla. 
Tulsa,  Okla. 
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Albert  H.  Westendorf,  Vice  President 


loth  and  O  Streets . Lincoln.  Nebr. 

George  J.  Hevde,  Secretary-Treasurer 

224  Securities  Building . Omaha,  Nebr. 

MII.WAUKEE  CHAPTER 
Erwin  A.  Henschel,  President 

4347  Eond  du  lac  Avenue . Milwaukee,  Wis. 

Gene  J.  Hartunc,  Vice  President 

i8o2  W.  Center  Street . Milwaukee,  Wis. 

V.  L.  White,  Secretary-Treasurer 


229  E.  Wisconsin  Avenue,  Room  301 . .  .Milwaukee,  Wis. 

DALLAS  CHAPTER 
C.  Gordon  Jackson,  Jr.,  President 

4505  N.  Central  Expressway . Dallas,  Texas 

Durward  McDonald,  Jr..  First  Vice  President 

602  Dan  Waggoner  Building . Ft.  Worth,  Texas 

E.  Morgan  Townsen,  Second  Vice  President 

700  Texas  Street . Ft.  Worth,  Texas 

J.  W.  Lindsley,  Jr.,  Secretary-Treasurer 

1209  Main  Street . Dallas,  Texas 

KANSAS  CITY  CHAPTER 
|.  Ward  McPherson,  President 

Tenth  and  Grand  Avenues . Kansas  City,  Mo. 

Woodford  C.  Taylor,  Vice  President 

1016  Baltimore  Avenue,  Room  218 - Kansas  City,  Mo. 

Eleanore  Sheley,  Secretary-Treasurer 

IU09  Baltimore  Avenue . Kansas  City,  Mo. 

MARYLAND  CHAPTER 

John  D.  Snyder,  President 

4665!/^  Freedom  way.  West . 

William  J.  Martin,  Vice  President 

1 1  E.  Chase  Street . 

John  W.  Morris,  Secretary -Treasurer 
410  Morris  Building . 

COLORADO  CHAPTER 


Clarence  V.  Coleman.  President 

1740  Broadway,  Mile  High  Center . Denver,  Colo. 

Richard  F.  Leach,  Vice  President 

First  &  Main  Streets . Pueblo,  Colo. 

J.  Norman  Linton,  Secretary-Treasurer 

1730  California  Street . Denver,  Colo. 

SAN  DIEGO  CHAPTER 
T.  C.  Devereaux,  President 

500  Bank  of  America  Building . San  Diego,  Calif. 

Lloyd  Baldridge,  Vice  President 

P.  O.  Box  1150 . San  Diego,  Calif. 

R.  Edmund  Herzic,  Treasurer 

524  B  Street . San  Diego,  Calif. 

John  N.  D.  Griffith,  Secretary 

524  B  Street . San  Diego,  Calif. 

SOUTH  FLORIDA  CHAPTER 
Richard  L.  Larimore,  President 

132  Aragon  Avenue . Coral  Gables.  Fla. 


Harry  J.  Vordermeif.r,  Vice  President  | 

2210  Oakland  Park  Beach  Boulevard  f 

. Fort  Lauderdale,  Fla.  1 

Whitney  Staples,  Secretary 

1519  Congress  Building . Miami,  Fla.  ' 

Edward  J.  Reilly,  Treasurer 

311  Beech  wood  Drive . Key  Biscayne,  Fla. 

MEMPHIS  CHAPTER 
John  S.  Palmer,  President 

2.48  Madison  Avenue . Memphis,  Tenn. 

John  J.  Heflin,  Jr.,  Vice  President 

56  N.  Main,  Columbian  Mutual  Tower.  Memphis,  Tenn.  s 

J.  D.  Marks,  Secretary 

81  Madison  Building . Memphis,  Tenn. 

SAN  FRANCISCO  CHAPTER 
Jules  Saxe,  President 

1222  N.  Noriega  Street . San  Francisco,  Calif. 

Lloyd  D.  Hanford,  Jr.,  Vice  President 

85  Post  Street . San  Francisco,  Calif,  t 

Eldon  T.  Peterson,  Secretary 

4  Montgomery  Street . San  Francisco,  Calif. 

Charles  B.  Neuman,  Treasurer 

I  Montgomery  Street . San  Francisco,  Calif. 

SACRAMENTO  VALLEY  CHAPTER 
Gordon  E.  Bush,  President 

2116  K  Street . Sacramento,  Calif.  > 

Frank  MacBride,  Jr.,  Vice  President 


2101  Capitol  Avenue . Sacramento,  Calif. 

Owen  H.  Ward,  Secretary-Treasurer 

1804  J  Street . Sacramento,  Calif. 

CHICAGO  CHAPTER  | 

William  H.  Gerhardt,  President 

1406  Sedgwick  Street . Chicago,  Ill.  | 

John  R.  Higgins,  Vice  President 

10  South  LaSalle  Street,  Room  1506 . Chicago,  111. 

John  T.  Hilborn,  Treasurer 

309  West  Jackson  Boulevard . Chicago,  Ill. 

Roy  H.  Krueger,  Secretary 

919  North  Michigan  Avenue . Chicago,  Ill. 

INDIANAPOLIS  CHAPTER 
Donald  R.  Hueber,  President 

144  N.  Delaware  Street . Indianapolis,  Ind. 

Thomas  C.  Keller,  Vice  President 

208  North  Delaware  Street . Indianapolis,  Ind. 

James  H.  Farrar,  Secretary-Treasurer 

124  North  Delaware  Street . Indianapolis,  Ind. 

GEORGIA  CHAPTER 
Robert  J.  Dotson,  President 

112  W.  Congress  Street . Savannah,  Ga. 

Jack  Robertson,  Vice  President 

P.  O.  Box  1638 . Atlanta,  Ga. 

Flew  Murphy,  Secretary 

488  Cherry  Street . Macon,  Ga. 

GREATER  NEW  YORK  CHAPTER 
Arthur  Eckstein,  President 

370  Seventh  Avenue . New  York,  N.  Y, 


.  Baltimore,  Md. 
Baltimore,  Md. 
Baltimore,  Md. 
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I  Maurice  R.  Spear,  Vice  President 

I  6o  E.  42nd  St . New  York,  N.  Y. 

I  Harriet  M.  Bensley,  Secretary-Treasurer 

149  Street  &  Third  Avenue . New  York,  N.  Y. 

'  STATE  OF  WASHINGTON  AND  SOUTHERN 
BRITISH  COLUMBIA  CHAPTER 
j  Frank  W.  Nolan,  President 
I  The  Natl.  Bank  of  Commerce  of  Seattle 

!  2nd  and  Spring  Streets . Seattle,  Wash. 

Ruby  M.  Wright,  Secretary 

8o50-35th  Avenue,  N.  E . Seattle,  Wash. 

V  HOUSTON  CHAPTER 

C.  Malcolm  Hamilton,  President 

616  Fannin  Street . Houston,  Texas 

Joe  M.  Sam,  Vice  President 

1820  Calhoun  Avenue . Houston,  Texas 

OREGON-COLUMBIA  RIVER  CHAPTER 
William  W.  Barendrick,  President 

f  200  Alderway  Building . Portland,  Oregon 

John  S.  Baily,  Secretary 

225  S.  W.  Broadway . Portland,  Oregon 

I  VIRGINIA  CHAPTER 

Winfree  H.  Slater,  President 

410  Virginia  Building . Richmond,  Va. 

Emanuel  E.  Falk,  Vice  President 

\  134  Twenty-Sixth  Street . Newport  News,  Va. 

'  Charles  H.  Phillips,  Jr.,  Secretary -Treasurer 

1013  E.  Main  Street . Richmond,  Va. 


GREATER  CHATTANOOGA  CHAPTER 
R.  Roscoe  Jones,  President 

301  McCollie  Avenue . Chattanooga,  Tenn. 

Chas.  D.  Moore,  Vice  President 

118  E.  Eighth  Street . Chattanooga,  Tenn. 

J.  R.  Light,  Secretary-Treasurer 

713  Georgia  Avenue . Chattanooga,  Tenn. 

ONTARIO  CHAPTER 
Raymond  Bosley,  President 

27  Wellesley  Street . Toronto,  Ontario,  Canada 

UTAH  CHAPTER 
Edwin  Whitney,  President 

134  S.  Main  Street . Salt  Lake  City,  Utah 

Harold  J.  Kemp,  Vice  President 

Walker  Bank  &  Trust  Company _ Salt  Lake  City,  Utah 

Henry  P.  Kipp,  Secretary -Treasurer 

Federal  Housing  Administration. .  .Salt  Lake  City,  Utah 

HAWAII  CHAPTER 
Y.  T.  Lum,  President 

1132  Maunakea,  P.O.  Box  1876 . Honolulu,  Hawaii 

Gilbert  W.  Root,  Vice  President 

P.O.  Box  2041 . Honolulu,  Hawaii 

Edward  C.  Hustace,  Secretary -Treasurer 

1082  Ala  Moana  Boulevard . Honolulu,  Hawaii 
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ADVISORY  BOARD 

56  George  J.  Pipe,  Chairman . Detroit,  Mirh. 

56  William  A.  Walters,  Sr.,  Vice  Chairman 

. Los  Angeles,  Calif. 

56  Stanley  W.  Arnheim . Pittsburgh,  Pa. 

56  Henry  G.  Beaumont . Beverly  Hills,  Calif. 

56  Kendall  Cady . Chicago,  HI. 

56  William  S.  Everett . Chicago,  Ill. 

56  Lloyd  D.  Hankord . Los  Angeles,  Calif. 

56  Ralph  Stevener . St.  Louis,  Mo. 

INSTRUCTION  AND  TRAINING  COMMITTEE 
58  Kendall  Cady,  Chairman . Chicago,  HI. 

57  J.  Wallace  Paletou,  Vice  Chairman 

. New  Orleans,  La. 

56  Hal  Easton . Omaha,  Nebr. 

58  Roy  H.  Krueger . Chicago,  HI. 

56  Charles  J.  Kydd . East  Orange,  N.  J. 

57  Durand  Taylor . New  York,  N.  Y. 

PUBLICATIONS  COMMITTEE 

58  Henry  G.  Beaumont,  Chairman .  Los  Angeles,  Calif. 

57  William  Walters,  Jr.,  t’ice  Chairman 

. Los  Angeles,  Calif. 

58  James  C.  Downs,  Jr.,  Journal  Editor, .  .Chicago,  HI. 

56  Walter  G.  Ashmore . Macon,  Ga. 

57  Howard  H.  Gilbert . Cambridge,  Mass. 

56  Stanton  Jones . Beverly  Hills,  Calif. 

RESEARCH  COMMITTEE 

58  William  S.  Everett,  Chairman . Chicago,  Ill. 


58  R.  Gordon  Tarr,  Vice  Chairman.  .Cincinnati.  Ohio 

58  Edmund  D.  Cook. . Princeton,  N,  J. 

58  Van  Holt  Garrett,  Jr . Denver,  Colo. 

56  John  J.  Lawler . Pittsburgh,  Pa, 

56  George  J.  Pipe . Detroit,  Mich. 

SPEAKERS  BUREAU  AND  PANELS  COMMITTEE 
58  Lloyd  D,  Hanford,  Chairman. San  Francisco,  Calif, 

56  Charles  Christel,  Vice  Chairman. .  .St.  Louis,  Mo, 

57  Maxine  Ha.mmond . Dayton,  Ohio 

58  Carey  Winston . Washington,  1),  C, 

56  Ruth  Yelton . San  Antonio,  Tex, 

STANDARDS  AND  PLANNING  COMMITTEE 
58  Ralph  Stevener,  Chairman . St,  Louis,  Mo, 

56  Felix  Thoeren,  Vice  Chairman.  ,Los  Angeles,  Calif, 

58  Abram  L.  Alcorn . Chicago,  Ill, 

58  A.  T.  Beckwith . Miami,  Fla, 

57  George  Brush . Los  Angeles,  Calif, 

58  William  Gerhardt . Chicago,  111. 

TEXTBOOK  AND  COLLEGE  CONTACTS 
COMMITTEE 

56  Stanley  Arnheim,  Chairman . Pittsburgh,  Pa, 

56  Delbert  S.  Wenzlick,  Vice  Chairman  .St.  Louis,  Mo, 

57  Heath  Angelo,  Jr . Oakland,  Calif, 

57  Howard  Bliss . Detroit,  Mich. 

58  Leonard  Scane . Chicago,  III. 

58  Dan  Weisbf.rc . Roxbury,  Mass. 


COMMITTEES,  1956 


ACCREDITING  COMMITTEE 

56  Carl  A.  Mayer,  Chairman . Cincinnati,  Ohio 

58  William  S.  Everett,  Fice-C/iaiVman. .  .Chicago,  111. 

56  Henry  G.  Beaumont . Beverly  Hills,  Calif. 

57  A.  T.  Beckwith . Miami,  Fla. 

58  J.  Russell  Doiron . Baton  Rouge,  La. 

58  Robert  j.  Dotson . Savannah,  Ga. 

57  Kenneth  Draper . Detroit,  Mich. 

58  D.  P.  Ducy . Pueblo,  Colo. 

57  Wm.  D.  Galbreath . Memphis,  Tenn. 

56  Ewart  W.  Goodwin . San  Diego.  Calif. 

56  H.  Walter  Graves . Philadelphia,  Pa. 

56  Albert  T.  Grimsfead . Queliet,  Canada 

57  Lloyd  D.  Hanford,  Jr . San  Francisco,  Calif. 

58  Robert  T.  Highi  ielu . Washington,  D.  C. 


57  H.  P.  Holmes . Detroit,  Mich. 

57  Donald  R.  Hueber . Indianapolis,  Ind. 

57  George  Ditson  Jones . Long  Beach,  Calif. 

58  Morton  S.  Kline . Trenton,  N.  J. 

56  Charles  J.  Kydd . East  Orange,  N.  J. 

56  William  McAinsh,  Jr . Washington,  D.  C. 

58  Reid  McClatchy . .Sacramento,  Calif. 

57  Wm.  j.  Martin . Baltimore,  Md. 

58  Henry  S.  Miller,  Jr . Dallas,  Tex. 

56  John  Ogden . Milwaukee,  Wis, 

58  George  J.  Pipe . Detroit,  Mich. 

57  Jules  Saxe . San  Francisco,  Calif. 

58  Carlion  Schultz . Cleveland,  Ohio 

58  R.  K.  Sherii  I . Kansas  City,  Mo. 

58  Howard  Sonn . New  York,  N.  Y. 

58  Waldemar  Spliid . Portland,  Ore. 
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58  James  W.  Stevenson. 
57  R.  B.  Wagcoman . 

56  F.  I'ocHE  Waguespack 

57  Harold  E.  Waldron  . 
57  T  HEODORF  j.  Weber  . . . 
56  F.  Orin  Woodbury  . . . 


. Pittsburgh,  I’a. 

Albuquerque,  New  Mex. 

. New  Orleans,  l.a. 

. Quincy,  Mass. 

. St.  Louis,  Mo. 

. . .  .Salt  Lake  City,  Utah 


ADMISSIONS  COMMITTEE 
58  Harold  J.  RtEGER,  Chairman . Chicago,  Ill. 

57  Edmund  Cook,  Vice  Chairman . Princeton,  N,  J. 

58  William  E.  Althauser,  Jr . Memphis,  Tenn. 

56  William  S.  Brenza . Miami,  Fla. 

58  Sam  E.  Brown . Albuquerque,  N.  M. 

57  Scott  N.  Brown . Chattanooga,  Tenn. 

56  Gordon  E.  Bush . Sacramento,  Calif. 

56  Charles  Christel . St.  Louis.  Mo. 

57  Bertram  Druker . Boston,  Mass. 

57  Berkley  W.  Duck,  Jr . Indianapolis,  Ind. 

58  John  M.  D Welle . Charlotte,  N.  C. 

57  Arthur  Eckstein . New  York 

58  Robert  Erickson . Pittsburgh,  Pa. 

57  George  C.  Ewald . Detroit,  Mich. 

56  Emanuel  Falk . Newport  News,  Va. 

58  William  Gerhardt  . Chicago,  Ill. 

57  Ellis  Goodman . Camden,  N.  J. 

57  T.  G.  Grant . Tulsa,  Okla. 

58  Horace  F.  Grimm . St.  Louis,  Mo. 

58  Calvin  J.  Harris,  Jr . Wilmington,  Del. 

56  John  R.  Higgins . Chicago,  Ill. 

58  Kent  Holen . Minneapolis.  Minn. 

57  Bret  Kelly . Pueblo,  Colo. 

58  E.  Fred  Kemner . Philadelphia,  Pa. 

56  Rex  B.  Little . San  Diego,  Calif. 

57  George  F.  Lochte . Washington,  D.  C. 

56  Y.  T.  Lum . Honolulu,  Hawaii 

56  Durward  McDonald,  Jr . Fort  Worth,  Tex. 

57  Stephen  L.  Melnyk . Los  Angeles,  Calif. 

58  Charles  Norlin . Shaker  Heights,  Ohio 

58  Robert  Padgett . Colorado  Springs,  Colo. 

58  John  D.  Snyder . . . Baltimore,  Md. 

58  Henry  Stamm . Paterson,  N.  J. 

56  R.  Gordon  Tarr . Cincinnati,  Ohio 

58  Felix  Thoeren . Beverly  Hills,  Calif. 

58  Irving  Truitt . Norfolk,  Va. 

56  John  B.  Wadsworth . Council  Bluffs,  Iowa 

56  Richard  Works . Dallas,  Tex. 

56  Harry  Woodward . Kansas  City,  Mo. 


AMO  PROMOTION  COMMITTEE 

57  Ray  Bosley,  Chairman . Toronto,  Can. 

58  David  W.  Childs,  Vice  C/mirman.  .Kansas  City,  Mo. 

56  A.  T.  Beckwith . Miami,  Fla. 

56  Ralph  D'Oench . St.  Louis.  Mo. 

58  Arthur  Eckstein . New  York,  N.  Y. 

57  Stephen  Melnyk . Los  Angeles,  Calif. 

57  Carlton  Schultz . Cleveland,  Ohio 

^  58  Raymond  K.  Sheriff . Kansas  City,  Mo. 

!  56  R.  B.  Waggoman . Albuquerque,  N.  M. 

58  Richard  Works . Dallas,  Texas 

BUDGET  AND  FINANCE  COMMITTEE 
56  Van  Holt  Garrett,  Jr.,  Chairman. .  .Denver,  Colo. 

56  Warner  Baird,  Vice  Chairman . Chicago,  Ill. 

56  J.  Russell  Doiron . Baton  Rouge,  La. 


BY-LAWS  AND  REGULATIONS  COMMITTEE 
57  J.  Wallace  Paleiou,  Chairman .  .Sew  Orleans,  La. 


58  Kendall  Cady . Chicago.  111. 

56  D.  P.  Ducy . Pueblo,  Colo. 

CHAPTER  PRESIDENTS  COMMITTEE 

56  Arthur  Eckstein,  Chairman . New  York,  N.  Y. 

56  William  Barendrick . Portland,  Oregon 

56  John  W.  Boers . Cincinnati,  Ohio 

56  Raymond  Bosley . Toronto,  Canada 

56  Gordon  E.  Bush . Sacramento,  Calif. 

56  Clarence  Coleman . Denver,  Colo. 

56  T.  C.  Devereaux . San  Diego,  Calif. 

56  Robert  J.  Dotson . Savannah.  Ga. 

56  Jack  R.  Evahn . Omaha,  Nebr. 

56  William  Gerhardt . Chicago,  Ill. 

56  H.  Walter  Graves . Philadelphia,  Pa. 

56  George  H.  Hacke . Pittsburgh.  Pa. 

56  C.  Malcolm  Hamilton . Houston,  Tex. 

56  Erwin  A.  Henschel . Milwaukee,  Wis. 

56  Donald  R.  Hueber . Indianapolis,  Ind. 

56  C.  Gordon  Jackson . Dallas,  Tex. 

56  R.  Roscoe  Jones . Chattanooga,  Tenn. 

56  Henry  G.  Kiggen . Brookline.  Mass. 

56  Richard  L.  Larimore . Coral  Cables,  Fla. 

56  George  E.  Lochte . Washington,  D.  C. 

56  Y.  T.  Lum . Honolulu,  Hawaii 

fjG  Frank  B.  Making . Newark,  N.  J. 

56  J.  Ward  McPherson . Kansas  City.  Mo. 

56  Frank  W,  Nolan . Seattle.  Wash. 

56  John  S.  Palmer . Memphis.  Tenn. 

56  Louis  L.  Pienta . Detroit,  Mich. 

56  Jules  Saxe . San  Francisco,  Calif. 

56  WiNFREE  H.  Sl-ater . Richmond,  Va. 

56  John  D.  Snyder . Baltimore,  Md. 

56  Adolph  N.  Soell . St.  Louis,  Mo. 

56  Morris  W.  'Lurner . Tulsa,  Okla. 

56  William  Walters,  Jr . Los  Angeles,  Calif. 

56  Edwin  Whitney . Salt  Lake  City,  Utah 

CONVENTION,  MEETINGS  AND  DISPLAY 
COMMITTEE 

56  Charles  Christel,  Chairman . St.  Louis,  Mo. 

56  E.  W.  Salisbury,  Vice  Chairman . St.  Louis,  Mo. 

56  Boyd  Wilson,  Vice  Chairman . New  York,  N.  Y, 

56  Harry  Cornet . St.  Louis,  Mo. 

56  Ralph  D’Oench . St.  Louis,  Mo. 

56  V.  C.  McKenzie . St.  Louis.  Mo. 

56  Ralph  Stevener . St.  Louis,  Mo. 

56  T.  J.  Weber . St.  Louis,  Mo. 


ETHICS  AND  DISCIPLINE  CO.MMITTEE 

57  Robert  C.  Nordblom,  Chairman . Boston,  Mass. 

58  Durand  Taylor,  Vice  Chairman. .  .New  ^ork,  N.  Y. 


58  H.  P.  Holmes . Detroit,  Michigan 

EXECUTIVE  COMMITTEE 

56  W.  A.  P.  Waikins,  Chairman . Chicago,  Ill. 

56  Stanley  W.  Arnheim . Pittsburgh,  Pa. 

56  Kendall  Cady . Chicago,  111. 

56  D.  P.  Ducy . Pueblo,  Colo. 

56  J.  Wallace  Paletou . New  Orleans,  La. 
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George  Pipe . Detroit,  Mich. 

William  A.  Walters,  Sr . Los  Angeles,  Calif. 

MEMBERSHIP  COMMITTEE 

Arthur  Eckstein,  Chapter  President,  Chairman 
. New  York,  N.  Y. 

WiLUAM  Barendricr,  Chapter  President 

. Portland,  Oregon 

John  W.  Boers,  Chapter  President  .Cincinnati,  Ohio 

Raymond  Bosley,  Vice  President.  .Toronto,  Canada 

Gordon  E.  Bush,  Chapter  President 

. Sacramento,  Calif. 

Charles  Christel,  Vice  President _ St.  Louis,  Mo. 

Clarence  Coleman,  Chapter  President 

. Denver,  Colo. 

Edmund  D.  Cook,  Vice  President. .  .Princeton,  N.  J. 

T.  C.  Devereaux,  Chapter  President 

. San  Diego,  Calif. 

Robert  J.  Dotson,  Vice  President. .  .Savannah,  Ga. 

Jack  R.  Evahn,  Chapter  President. .  .Omaha,  Nebr. 

WiLUAM  D.  Galbreath,  Vice  President 

. Memphis,  Tenn. 

William  Gerhardt,  Chapter  President. Chicago,  Ill. 

H.  Walter  Graves,  Chapter  President 
. Philadelphia,  Pa. 

George  H.  Hacke,  Chapter  President 
. Pittsburgh,  Pa. 

C.  Malcolm  Hamilton,  Chapter  President 

. Houston,  Tex. 

Erwin  A.  Henschel,  Chapter  President 

. Milwaukee,  Wis. 

Donald  R.  Hueber,  Chapter  President 

. Indianapolis,  Ind. 

C.  Gordon  Jackson,  Chapter  President. Dallas,  Tex. 

R.  Roscoe  Jones,  Chapter  President 

. Chattanooga,  Tenn. 

£.  Fred  Kemner,  Vice  President.  .Philadelphia,  Pa. 

Henry  G.  Kiggen,  Chapter  President 

. Brookline,  Mass. 


56  Richard  L.  Larimore,  Chapter  President 

. Coral  Gables,  Fla. 

56  George  £.  Lochte,  Chapter  President 

. Washington,  D.  C 

56  Y.  T.  Lum,  Chapter  President. .  .Honolulu,  Hawaii 
56  Frank  B.  Making,  Chapter  President.  .Newark,  N.  J. 
56  J.  Ward  McPherson,  Chapter  President 

. Kansas  City,  Mo. 

56  Stephen  L.  Melnyk,  Vice  President 

. Los  Angeles,  Calii 

56  Henry  S.  Miller,  Jr.,  Vice  President. .  .Dallas,  Tex. 
56  Frank  W.  Nolan,  Chapter  President. Seattle,  Wash. 
56  Robert  Padgett,  Vice  President 

. Colorado  Springs,  Cola 

56  John  S.  Palmer,  Chapter  President .  Memphis,  Tenn. 
56  Lloyd  M.  Peterson,  Vice  President.  .Omaha,  Nebr. 
56  Louis  L.  Pienta,  Chapter  President.  .Detroit,  Mich. 

56  Harold  Rieger,  Vice  President . Chicago,  Ill. 

56  Jules  Saxe,  Chapter  President. San  Francisco,  Calif. 
56  WiNFREE  H.  Slater,  Chapter  President 

. Richmond,  Va. 

56  John  D.  Snyder,  Chapter  President. Baltimore,  Md. 
56  Adolph  N.  Soell,  Chapter  President.  .St.  Louis,  Mo. 
56  Waldemar  Spliid,  Fice  President. Portland,  Oregon 
56  Morris  W.  Turner,  Chapter  President 

. Tulsa,  Oklahoma 

56  Harold  E.  Waldron,  Vice  President.  .Quincy,  Mass. 
56  William  Walters,  Jr.,  Chapter  President 

. Los  Angeles,  Calif. 

56  Edwin  Whitney,  Chapter  President 

. Salt  Lake  City,  Utah 

NOMINATING  COMMITTEE 
56  William  A.  Walters,  Sr.,  Chairman 

. Los  Angeles,  CaliL 

56  J.  Russell  Doiron,  Vice  Chairman 

. Baton  Rouge,  La. 

56  D.  P.  Ducy . Pueblo,  Colo. 

56  Arthur  Eckstein . New  York,  N.  Y. 

56  Raymond  K.  Sheriff . Kansas  City,  Mo. 


PAST  PRESIDENTS’  CLUB 


Robert  C.  Nordblom,  Boston,  Mass.,  Chairman . 1942 

WiLUAM  A.  Walters,  Los  Angeles,  Calif.,  Secretary-Treasurer . 1955 

•Howard  E.  Haynie,  Chicago,  Ill . >934-35 

Edward  G.  Hacker,  Lansing,  Mich . 1936 

Harry  A.  Taylor,  East  Orange,  N.  J . 1937 

James  C  Downs,  Jr.,  Chicago,  Ill . >938-39 

H.  P.  Holmes,  Detroit,  Mich . 1940 

J.  William  Markeim,  Philadelphia,  Pa . 1941 

George  R.  Morrison,  Denver,  Colo . 1943 

Charles  F.  Curry,  Kansas  City,  Mo . 1944 

Delbert  S.  Wenzuck,  Sl  Louis,  Mo . >945-4® 

Durand  Taylor,  New  York,  N.  Y . 1947 

Kendall  Cady,  Chicago,  111 . 1948 

D.  P.  Ducy,  Pueblo,  Colo . 1949 

Carey  Winston,  Washington,  D.  C . 1950 

Ormonde  A.  Kieb,  Washington,  D.  C . 1951 

Henry  G.  Beaumont,  Beverly  Hills,  Calif . 1952 

Stanley  W.  Arnheim,  Pitubuigh,  Pa . 1953 

J.  Russell  Doiron,  Baton  Rouge,  La . 1954 


•  Deceased 
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